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HEARING ON HIGHER EDUCATION: “WHO 
PLAYS, WHO PAYS, WHO GOES.” 



TUESDAY, APRIL 23, 1996 

House of Representatives, Subcommittee on Post- 
secondary Education, Training and Life-Long 
Learning, Committee on Economic and Edu- 
cational Opportunities, Washington, DC, 

The subcommittee met, pursuant to call, at 1 p.m.. Room 2175, 
Rayburn House Office Building, Hon. Howard P. McKeon, Chair- 
man, presiding. 

Members present: Representatives McKeon, Gunderson, Petri, 
Green, and Woolsey. 

Also present: Representatives Castle and Graham. 

Staff present: George Conant, Professional Staff Member; Sally 
Stroup, Professional Staff Member; Maiy Ann Fitzgerald, Legisla- 
tive Assistant; Christine Treadway, Legislative Associate; and Mar- 
shall Grigsby, Senior Legislative Associate. 

Chairman McKeon. Good afternoon. Fd like to take a moment 
to welcome our witnesses and those who are here today for today’s 
hearings on higher education: “Who Plays, Who Pays, and Wlio 
Goes.” This hearing will provide a broad overview of the current 
state of higher education in this country and will provide a founda- 
tion for future hearings on more specific higher education topics. 

Today’s hearing will focus on the following: what it costs to go 
to college, who is going to college, what kind of financial aid is 
available, who receives financial aid, how financial aid is distrib- 
uted among private versus public colleges and dependent versus 
independent students, the types of programs that are eligible for 
Federal financial aid, and the role of the college financial aid offi- 
cer. 

We will be hearing from Assistant Secretary David Longanecker, 
who heads up the Office of Postsecondapr Education at the Depart- 
ment of Education. Mr. Longanecker will provide us with informa- 
tion on how schools become and remain eligible for financial aid 
programs, how the accreditation process works and the role of the 
Department in determining eligibility and interacting with 
accreditors. 

In addition, Mr. John B. Childers, Vice President for Regions and 
Government Relations for The College Board will report on the 
findings of The College Board’s College Trend Cost Study, and will 
talk about trends in higher education costs. 

Ms. Margot A. Schenet, Specialist in Social Legislation at the 
Congressional Research Office, will be presenting information on 
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student enrollment, the availability of financial aid, and who re- 
ceives financial aid. 

Doctor Michael Nettles, Professor of Education at the University 
of Michigan and the recently-appointed Director of the United 
Negro College Funds Pattern Research Institute, will provide infor- 
mation on trends in student enrollment, including low-income and 
minority-student participation. 

And, finally, Mr. Tom Rutter, Director of Financial Aid at San 
Francisco State University, will testify on the role of financial aid 
administrators, specifically, addressing what they do when a stu- 
dent comes to them in need of financial aid, decisions they make 
when packaging aid, how they determine which students receive 
campus-based aid, what institutional factors impact their decisions, 
and how professional judgment is involved in the aid process. 

Als we prepare for the authorization of the Higher Education Act, 
we share the goals of students and parents across the Nation. 
Quite simply, we want a simple, efficient, less-expensive and less- 
bureaucratic system of student aid, a student aid system which is 
easy for students and parents to understand and to use, a system 
that ensures that students have the information to select the edu- 
cation and the financing which best fits their needs, and a system 
that ensures that taxpayers are getting their moneys worth. 

To achieve these goals, we must have a clear picture of what is 
happening in higher education today. This panel will help paint 
that picture, and I look forward to hearing from all of you. 

I apologize that we don't have more Members here today, but due 
to the move of votes from 12 to 5 we understood that some Mem- 
bers moved back their plane flights and I didn't want to postpone 
the hearing, knowing that some of you had already, you know, 
made plans and probably were in the air on the way here when we 
heard about this. So, we will go forward with this, and the record 
will be available to all the Members to study. It's an important 
issue, one that we really want to move forward on. 

I Imow as I talk to people in my visits home and around the 
country, this is a very important issue, and I think that it's getting 
bigger, rather than getting smaller, and it's one that I'm looking 
forward to getting involved with as we move forward. 

Chairman McIteON. Let's begin with Mr. Longanecker, please. 

STATEMENT OF DAVID A. LONGANECKER, ASSISTANT 
SECRETARY FOR POSTSECONDARY EDUCATION 

Mr. Longanecker. Mr. Chairman, for the record. I'm Dave 
Longanecker. I'm the Assistant Secretary for Postsecondary Edu- 
cation. I would like to mention that I'm accompanied today by Eliz- 
abeth Hicks, who is our Deputy Assistant Secretair for Student Fi- 
nancial Assistance. Betsy is sitting behind me, ana, in fact, if some 
of the questioning gets real hard I might turn the difficult ones 
over to her. 

I've submitted a complete text of my remarks for the record, but 
to be respectful of your time what I'll do is summarize those re- 
marks briefly here. 

I would tell you I'm a little bit envious of my colleagues who are 
sitting here, because in many respects they have the more exciting 
things to talk about today. However, what I'll be talking about in 
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some respects isn’t as exciting but it’s awfully important, and that 
is assuring that those funds that are going out are being well spent 
and appropriately, and that we’re being appropriate stewards and 
good stewards of those funds. 

So, it’s a pleasure to appear before you and share with you, as 
you requested, how postsecondary institutions become and remain 
eligible to participate in the Federal student financial aid programs 
that are part of 'Title TV of the Higher Education Act. 

We hope that this will be the first of many productive discussions 
with you and your committee, as we jointly look for ways to better 
serve students in the future, while also assuring that we do so with 
a set of programs that demonstrate the highest levels of fiscal and 
administrative integrity and oversight. 

This afternoon. I’m going to explain the eligibility and certifi- 
cation requirements. I will discuss how tougher standards and 
more attentive oversight within the Department are repeating the 
intended results, and then finally. I’ll share with you the work 
we’ve done to adopt a fundamentally different and we think much 
better approach to the future of oversight. 

There are approximately 7,000 postsecondary institutions partici- 
pating in Federal student assistance programs. About half of those 
are colleges, about half of those are proprieta^ schools. They dis- 
burse about $40 billion in Federal student aid in any one year. 

To participate in these programs, an institution must meet three 
conditions. First, it must be licensed to operate in the State in 
which it is located. Second, it must be accredited by a federally-ap- 
proved accrediting agency. And, finally, it obviously must be cer- 
tified to operate by the Department. 

Now, States determine the standards used for licensing and ap- 
proving institutions, and those standards vary considerably from 
State to State. 

Accrediting, on the other hand, is more closely monitored at the 
Federal level. Accrediting agencies are private, non-governmental 
organizations that evaluate educational quality, emphasizing the 
curriculum, faculty, educational outcomes, support services and the 
ability of the institution, basically, to carry out its mission. 

The amendments of 1992 to the Higher Education Act strengthen 
the requirements on these accrediting agencies substantially, and 
specify 12 specific areas in which they must develop standards. 
This is, obviously, a very serious business, because if an institution 
loses its accreditation it automatically loses its 'Title IV eligibility 
and access, obviously, for students to Federal student financial as- 
sistance. 

The Department is responsible for evaluating compliance of these 
accrediting agencies with the Federal law. We do so by evaluating 
written material that they provide to us, by conducting site visits 
of the agencies, by accompan 3 nng the agencies on their site visits 
of institutions, and by conducting file reviews of the files of those 
agencies. _ _ . 

In addition to our activities in monitoring this, we are assisted 
by the National Advisory Committee on Institutional Quality and 
Integrity, the role of which was substantially enhanced by the 1992 
amendments. This is really a sterling group of individuals who 
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have proven extremely helpful in advising the Secretary on wheth- 
er and how accrediting agencies should be recognized. 

There were concerns in Congress and elsewhere, about whether 
these accrediting agencies were adequately insuring quality edu- 
cation, that led to the much more directive role that is reflected in 
the 1992 amendments. 

The Department shares similar concerns, both under the last ad- 
ministration and under the current one, but I want to tell you that 
we are quite pleased with the response today from these accredit- 
ing agencies. Although we certainly continue to have some concerns 
regarding some agencies about their ability and willingness to en- 
force high standards, high performance standards, we witnessed 
substantial improvement and we are convinced that these private 
organizations are much better suited to assessing educational capa- 
bility than the Federal Government would be. 

If an institution is approved and accredited, then it can apply for 
eligibility and certification by the Department. To be certified, the 
institution must demonstrate that it meets, basically, two — the law 
establishes two areas we have responsibility for, must demonstrate 
that it meets high standards of financial responsibility and that it 
has the administrative capability of operating the programs. This 
is certainly not an automatic step, though, it in many respects used 
to be. In 1990, only 16.6 percent of the applications that we re- 
ceived we rejected. This last year, in 1995, 40 percent of the appli- 
cations were rejected. Furthermore, the sheer number of the initial 
applications has declined by more than 50 percent since 1991, indi- 
cating that institutions realize that they have to be able to achieve 
high standards to participate in this program. 

This is important, because we found that many, if not most, of 
the institutions that got in trouble, in fact^ probably never should 
have been admitted to the program in the first place. 

When an institution seeks initial eligibility and meets the stand- 
ards, it’s granted a provisional certification. Now, provisional cer- 
tification, incidentally, was another important improvement that 
came out of the 1992 amendments. We didn’t have provisional cer- 
tification before that. It allows the Department to allow new and 
marginal institutions to remain eligible, but also allows the Depart- 
ment to remove these institutions from participation rapidly, if 
their capacity to serve their students and the Federal purposes de- 
teriorates. 

After the first full year of operation, a new institution is re- 
viewed, and at that point they are either granted full certification, 
they are granted continued provisional certification, or they are ter- 
minated from the program. So, that’s how we treat a new institu- 
tion that comes and wishes to participate. 

Now, fully certified institutions must also follow certain proce- 
dures to continue to operate in these programs. Obviously, they 
must remain licensed and accredited to participate, but they also 
must be recertified every four years. Whether they are, again, fully 
certified, or whether they are provisionally certified, or whether 
their certification is withdrawn, will depend on how they have per- 
formed in the program up to that point. 

Of the 1,500 institutions that we recertified last year, 70 percent 
of those were fully certified, 20 percent were provisionally certified. 




5 



and about 10 percent had their certification withdrawn, so they are 
no longer participating in these programs. 

We also monitor these institutions* progress, and we have dedi- 
cated more staff, more training and more attention to this process. 
Last year, our 10 regional offices conducted about 900 reviews of 
institutions, and it was about a 50 percent increase over the pre- 
vious year. We worked hard to better target our views on at-risk 
institutions and to reduce the time it takes to finalize a review, be- 
cause that helps both the institution and the Federal Grovemment, 
and to assess only meaningful liabilities. 

We also monitor student aid applications, from the students 
themselves, to assure that ineligible students don't receive aid. We 
match with the Social Security, with the INS, and with our own 
historical files, to assure that students who aren't eligible aren't re- 
ceiving the aid. 

The match we began last year with our historical files database 
identified 125,000 students who had prior defaults and, thus, were 
not eligible, and through this prevented as much as possibly $310 
million of potential future defaults. 

Plus, we are redesigning our computer system and financial 
management systems to assure greater integration into one system. 
Our major piece of this is the project we call EASI, you may have 
heard it, that stands for Easy Access for Students and Institutions, 
which is taking the lessons we've learned from implementing the 
direct loan program, which has worked very well with the institu- 
tions, and applying those lessons we've learned in that delivery sys- 
tem to our entire delivery system, so that we have a more facile 
way for students and institutions to participate with us. It also, in- 
terestingly, provides us with greater accountability of our pro- 
grams, because we have the information back to us so much more 
rapidly. 

You probably heard about the great success we've experienced in 
reducing defaults. We'd like to claim success for all of this, and we 
certainly believe we deserve some of the credit, but you do as well, 
because it really was the congressional default initiatives in the 
late 1980s that set the stage for this to occur. 

Default rates have been cut in half since 1992, or 1991, reinsur- 
ance payments have declined by 30 percent at the same time the 
volume went up by 50 percent. Now, that's all very good news. 
More than 600 schools have been eliminated from eligibility in the 
loan programs, and more than 300 schools have been entirely 
eliminated from participation in the student aid programs since 
1983, and that's twice as many institutions as were eliminated 
from the programs in the previous seven years combined. 

But, we are not satisfied with our success to date. Perhaps, our 
most ambitious current project is to totally rethink the way we ap- 
proach monitoring and oversight. We've begun an approach that 
will reward institutions that have continually demonstrated out- 
standing performance with less regulation, using the resources that 
wc previously have focused on those institutions to more fully focus 
on institutions that pose the most significant risk to the Jb’ederai 
Government. 

We began this process by simplif 5 dng the regulations released 
last December, and, in fact, in that area we've reduced regulation 
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on all institutions, sort of searching for those regulations which no 
longer added value to the system. WeVe also reinvented our admin- 
istrative processes, focusing on developing stronger process for ana- 
lyzing risk in institutions, what’s called risk an^ysis, and in exam- 
ining institutions through a case management approach, rather 
than through the various stovepipes we used that gave us a little 
bit of knowledge about an institution and many offices, but not a 
very comprehensive view of the institution over^l, so we’re moving 
to this case management approach. It’s one that will allow us to 
serve institutions and students better, and the Federal taxpayer 
better as well. 

Mr. Chairman, I’ve explained the processes involved regarding 
institutional eligibility, we take very seriously our responsioility to 
maintain the integrity of these programs. We have made simifi- 
cant improvements in the existing oversight system, and we hope 
to continue to try and do even better. I look forward to responding 
to your questions and comments when you wish to address them. 

[The prepared statement of Mr. Longanecker follows:] 

Statement of David A. Longanecker 

Mr. Chairman and Members of the Committee, 

I am pleased to appear before you today to share with you the process by which 
institutions of postsecondary education become and remain eligible to participate in 
the student financial aid programs. I would also like to provide you with informa- 
tion on the work we have done to improve our systems of operations and ensure 
that the institutions participating in our programs are compl^ng with administra- 
tive and fiscal requirements, as well as providing quality education and training to 
their students. goal — one that I am sure you share — is to provide deserving stu- 

dents access to high-auality postsecondary education while simultaneously ensxuing 
the integrity of the reder^ student aid pro^ams. It is a goal that emoodies the 
President’s longstanding conviction that tiie Federal Gk)vemment has an obligation 
to ensiu« educational opportunity, but with that opportunity comes responsibility, 
including responsibility on the part of the institutions. Our commitment to ensure 
that students, who increasingly are from low and middle-income families, have ac- 
cess to a high-quality postsecondary education, depends, in large part, upon our 
management of these very important programs. 

Whfle we believe that the vast mmority of the institutions that participate in our 
programs are operating in full compliance with our rules and regulations, there are 
some institutions that perform contrary to the program’s goals and objectives. These 
are the institutions that we are especially concerned with and the ones on which 
we focus our monitoring and oversi^t efforts. In my testimony today, I will explain 
the requirements that institutions must meet for eligibility in the student financial 
assistance programs. I will also discuss how our more focused and attentive over- 
sight efforts, as well as our tougher standards, have removed many institutions 
from the programs and deterred other unqualified institutions from even applying 
for eligibility. Finally, I will share with you the work we have done, and the 
progress we have made, to adopt a fundamentally different, and we are convinced 
far oetter, approach to oversight that will build upon our accomplishments of the 
last few years. 

ELIGIBILITY AND CERTIFICATION 

Currently, approximately 7,000 postsecondary institutions participate in federal 
student financial aid programs authorized under Title IV of me Higher Education 
Act of 1965 (HEA), and nearly $40 billion of financial aid are provided to students 
through these programs each year. In order to participate in the Title IV programs, 
an institution must (1) be licensed or otherwise legaUy authorized by a State to pro- 
vide postsecondary education or training; (2) be accredited by a nationally recog- 
nized accrediting agency; and (3) meet the Department’s requirements for certifi- 
cation. [Flow charts outlining the existing oversight system are attached at the end 
of the testimony.] These three partners represent what is often referred to as the 
Program Integrity Triad. The Department of Education has worked with Congress 
to improve the eligibility and certification process, and our combined efforts nave 
paid off handsomely. For example, the percentage of initial applications for certifi- 
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cation that are denied has increased substantially, from 16.6 percent in 1990 to 30.5 
percent in 1992 to nearly 40 percent in 1995, reflecting our tougher standards for 
certification. Furthermore, the sheer number of initial applications for certification 
has declined more tiian 50 percent since 1991. 

An institution seeking imtial eligibility must be accredited by an accrediting agen- 
cy that is recognized by the Secretary. Accrediting agencies are private, nongovern- 
mental, peer review organizations that evaluate educational quality, with emphasis 
on the curriculiim, the qualifications of the faculty, student outcomes, support serv- 
ices, and tiie ability of the institution to carnr out its mission. While accreditation 
has been a rec^rement for institutional eligibility since the inception of these pro- 
grams, the 1992 Amendments to tiie HE A signiticanUy strengthened the require- 
ments that accrediting agencies must meet in order to be recognized. The 1992 
Amendments specified 12 areas in which agencies must develop standards and oper- 
ating procedures with respect to reviews of institutions by accrediting agencies. The 
Amen^ents included the requirement that agencies must have standards for edu- 
cational outcomes, including, as appropriate, completion and iob placement rates, 
and performance on licensing examinations. Institutions that fail to meet their ac- 
crediting agency standards lose their accreditation and, as a result, their eligibility 
to participate in Title IV programs. 

The Department is responsible for evaluating the compliance of accrediting agen- 
cies with the requirements of the 1992 Amendments. The Department evaluates 
written materials, conducts site visits of agencies, observes institutional site visits 
conducted bv accrediting agency evaluators, and conducts agency file reviews to 
evaluate and monitor agencv compliance with the requirements for recognition. 

The 1992 Amendments also substantially enhanced the role of, and renamed, the 
National Advisory Committee on Institutional Quality and Intemity, which is com- 
prised principally of presidents and vice presidents of postseconoaiy education insti- 
tutions. This outstanding group of individuals performs a valuable service for the 
Federal Government by giving their time and advising the Secretary on matters re- 
garding the eligibility and certification of institutions for Title IV programs. One of 
tiieir principal roles is to review staff reports concerning accrediting agencies and 
to make recommendations to the Secretary concerning the recognition of accrediting 
agencies, including recommendations to withdraw, modify, and/or place conditions 
on recognition. 

The Department, with the assistance of the National Advisory Committee, is con- 
tinuing to work with accrediting agencies to strenj^en their oversight in statutorily 
mandated areas, in accordance with the 1992 Amendments. Prior to the 1992 
Amendments, there were concerns that the agencies were not ensuring that the in- 
stitutions they accredit were fulfilling their responsibility to provide a high-quality 
education to their students. The Department snared sii^ar concerns. Since then, 
we have tried to engage the agencies and stress the importance of their role with 
regard to ensuring educational quality. The agencies have responded by working to 
develop meaningfm standards to assess educational programs. Although some con- 
cerns remain regarding the agencies’ ability and wilhngness to enforce performance 
measure standaras, we have witnessed a substantial change in behavior on the part 
of the accrediting agencies, and we remain firm in our belief that these private orga- 
nizations are better suited to assess educational capability than is the Federal Gov- 
ernment. 

An institution must also apply to the Department for certification that it meets 
certain standards of financial responsibility and administrative capability. This ap- 
plication may be submitted at the same tune the institution apphes for eligibility. 
To meet these standards, an institution must, at least, demonstrate that it meets 
its financial obligations, provides the administrative resources necessary to comply 
with Title IV requirement, has audited financial statements that indicate sufficient 
financial health, employs an adequate number of enable staff to administer Titie 
IV programs, maintains records as required by the Department, and implements a 
sound system of internal controls. 

If an institution seeking initial eligibility meets the standards of financial respon- 
sibility and administrative capability, the Department grants provisional certifi- 
cation to the institution. Provisional certification is another new and important au- 
thority that was created in the 1992 Amendments to ensvu^ that institutions are 
capable of effectively administering the Title IV programs. After tiie first full award 
year, each new institution must apply for fall certification, at which time the De- 
partment determines, based on a thorough review of the institution’s performance 
during its first year of participation, whether to grant full certification, continue 
provisional certincation, or terminate eligibility. In addition, the Department consid- 
ers any review that may have been conducted by either the Department or a student 
loan guaranty agency. All institutions placed on provisional certification are subject 
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to a system of expedited administrative review, which enables us to remove schools 
from participation quickW, should problems arise. 

Institutions fully certified to participate in Title IV programs must also follow cer- 
tain procedures to continue their participation. Instftutions must remain licensed 
and accredited at all times during their participation. In addition, aU institutions, 
as reouired by the 1992 Amendments, must be recertified every four years to ensure 
that they continue to meet the stendards of financial responsioility and administra- 
tive capability. When an institution applies for recertification, the Department may; 
recertify the institution for the full four-year period; provisionally cerufy the institu- 
tion if it meets most of the requiremente but has some deficiencies; or deny 
recertification, at which point the institution’s Program Partitipation Agreement 
(PPA) expires and the institution loses the ability to participate in 'Htle IV pro- 
grams. The Department may place an institution on provisional certification if the 
institotion is experiencing problems that are significant enough to warrant further 
monitoring. Again, when an institution is placed on provisional certification, the De- 
partment can remove the institution from participation much more quickly than it 
can remove a fully certified institution. 

The Department focused its initial recertification efforts on the institutions that 
have previously posed concerns to the Department. Nearly 60 percent of the first 
1,600 institutions that underwent recertification were selected because they met cri- 
teria that identify potentially at-risk institutions. Institutions that met these cri- 
teria include institutions that were subject to an on-site review by either the De- 
partment or a guaranty agency in the past year or did not meet the financial stand- 
ards based upon an imtial screening of their financial statements. Among the insti- 
tutions selected for recertification last year, more than 20 percent were provisionally 
ce^fted and another 10 percent were reiected altogether. In all, 531 institutions 
(which includes both new institutions and currently eligible institutions) are provi- 
sionally certified. 

MONITORING EFFORTS 

Monitoring and program reviews are other essential tools of oversight that we use 
to ensure accountabihty and compliance with the rules and regulations of the pro- 
grams. Through the use of management controls, databases, legislation, and inten- 
sive reviews of at-risk institutions, we have spent considerable time and effort to 
substantially improve monitoring and oversight. 

The Department’s monitoring of institutions was assisted by the 1992 Amend- 
ments, wWch mandate the annual and timely submission of financial and compli- 
ance audits by all institutions. Previously, institutions submitted financial audits 
only after the Department detected a problem with their ability to meet the finan- 
cial requirements. Compliance audits used to be required every two years. ’These an- 
nual audits are an important tool that enable us to review high-risk institutions’ 
performance before serious problems arise. For example, findings in an institution’s 
compliance audit in ay lead us to conduct a program review, in which one of the De- 
partment’s 10 regional offices reviews ^ institution’s participation in the student 
financial assistance programs and initiates corrective action to ensure that the 
school is using proper procedures to award, disburse, and account for Federal funds. 
If a program review or other process check reveals noncompliance with specific pro- 
gram participation requirements, or potential for significant dollar impact that is 
adverse to the goveniment or harmful to students, the Department may place the 
institotion on the reimbursement system, begin an enforcement action, including 
termination, or, if fraud is suspected, refer the case to the Office of the Inspector 
General for investigation. 

The Department performed nearly 900 program reviews in 1995, a 60 percent in- 
crease from 1994. We have hired additional program reviewers and significantly in- 
creased the formal training we provide to them through our new Training Academy." 
The Department has also implemented other measures to better target mgh-iisk in- 
stitutions for program reviews, reduce the time it takes to finalize a review, and as- 
sess onW nieaningful liabilities. By taking advantage of technological advances, we 
have refined automated techniques used to evaluate school status and provide warn- 
ing signals to identify high priority candidates for review; we have supplied staff 
with stete-of-the-art portable computers and enabled them to access Pell Grant pay- 
ment information to support review activities; and we have made important im- 
provements in the practice of statistical sampling so that our reviewers can make 
more sophisticated, scientifically designed assessments of the loss of Federal funds 
caused by institutional errors or abuse. 

The Department also monitors student aid applications to prevent ineligible stu- 
dents, and students who provide false information, from receiving Federal funds. A 
number of database matches are performed for each student aid application, and 
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many have recently been enhanced or introduced to strengthen our oversight in this 
area, ^rst, beginning September 1994, each applicant’s name and date of birth is 
matched with the Social Security Administration’s master file to verify the appli- 
cant’s Social Security number. Prior to 1994, we were checking merely to determine 
whether the Social Security number the applicant reported was within the valid 
range of all numbers issued by the Social Security Administration. 

Second, beginning January 1995, every applicant’s name and Social Security num- 
ber is checked against the Department’s National Student Loan Data System 
(NSLDS) to determine whether tne student is in default on a student loan, or has 
received an overpayment on a grant and therefore owes a refund, before he or she 
can receive additional aid. This new data system provides more timely, accurate, 
and comprehensive loan-level information than was previously available through the 
database of loans held by the Department and the default files of guaranty agencies. 
NSLDS is also used to verify the enrollment status of student borrowers, verify that 
student borrowers have not exceeded statutory loan limits, and is critical in ensur- 
ing that the Federal Gk)vemment does not overp^ lenders for interest benefits aris- 
ing ftom federally guaranteed loans. To date, NSLDS has identified approximately 
125,000 prior defaulters among students applying for additional financial aid, pre- 
venting as much as $310 million in future defaxilts. 

Third, the Department verifies the elimbility status of applicants who claim to be 
eligible noncitizens by matching their aDen registration number (“A” number) with 
the Immigration and Naturalization Service. We have also implemented, bemnning 
in January 1996, a recommendation from our Office of the Inspector General to ex- 
pand the Social Security number match to include citizenship status in order to 
prescreen aU applicants for citizenship status rather than only those who provide 
an alien registration number. Finally, the Department has recently begun system- 
atically to identify students with scheduled Pell Grants in excess of the amount al- 
lowed by law. Such excesses can occur when students transfer schools. This check 
will help ensure that no such student will receive an overpayment. 

We are also building on accomplishments of the Direct Loan Program to use tech- 
nological advances to consolidate our systems and processes. For example, we are 
redesigning the Department’s financial and management information systems to en- 
sure tnat data from accounting, grants, contracts, payments, and other “feeder” sys- 
tems such as the student aid application system are integrated into one financied 
management system. Additionally, we are working with a diverse group of govern- 
ment, business, and education leaders to reengineer the postsecondary student aid 
delivery system through the creation of Project EASI (Easy Access for Students and 
Institutions). Project EASI will intonate the various systems components into a sin- 
gle, student-centered system. All of these measures will help us reduce our costs 
through the elimination of redundant and obsolete systems, reduce fraud and sys- 
tem >^nerabOity, and facilitate program flexibility and change as we expand our 
capability to quickly utilize new technolo^es. They will also help institutions avoid 
noncompliance with our rules and regulations. 

ENFORCEMENT ACTIONS AND DEFAULT REDUCTION INITIATIVES 

When audit reviews, program reviews, or other monitoring devices indicate that 
an institution is failing to comply with requirements of 'Title IV programs, or that 
a school is otherwise determined to be at-risk, the Department can umit, suspend, 
or terminate an institution’s participation agreement. In 1994, 191 termination ac- 
tions were imposed by the Department, the most ever for a single year. 

The default reduction initiative has also proven to be a very effective tool in ena- 
bling the Department to end an institution’s eligibility for one or more of the stu- 
dent aid programs when the institution’s cohort defaiUt rate exceeds certain statu- 
tory and reg^atory default rate criteria. The cohort default rate is defined as the 
percentage of loans that entered repayment in a given fiscal year that defaulted in 
that year or the subsequent year. Because the statutory threshold has dropped from 
35 percent to 25 percent over a four-year period, the number of institutions removed 
from participation has increased considerably in the past few years. More than 600 
institutions have been made ineligible to participate in the Federal Family Edu- 
cation Loan (FFEL) program since the default reduction authority was granted in 
1988. 

The national cohort default rate declined from 22.4 percent in the 1990 cohort to 
11.6 percent in the 1993 cohort, rhe Department’s reinsurance payments have de- 
clinea more than 30 percent, from $3.5 billion in 1991 to $2.4 bilhon in 1995, despite 
a 50 percent increase in the volume of loans in repayment during the same period. 

Through these measures, and our overall commitment to stronger oversight, more 
than 300 institutions have been removed from participation in all Title IV programs 
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since this Administration came into office in January, 1993. This is more than twice 
the number removed from eligibility in the previous seven years combined. 

THE DEPARTMENTS NEW APPROACH FOR OVERSIGHT REFORM 

Finally, I want to share with you today a very different approach to monitoring 
and oversight that will best utilize our available resoiirces, ana which we are in the 
process of implementing. Under this initiative, the Department will provide regu- 
latory and ad^nistrative relief to institutions that have continually demonstoated 
outstanding performance in administering Title IV programs. In turn, this will en- 
able us to more fully focus our resoiirces on institutions that pose significant risks 
to Federal hinds, and increase our oversight of institutions that have experienced 
problems in managing our programs. 

This initiative builds upon the actions already taken by the Department to sim- 
plify regulations and administrative processes and to ensure the integrity of the pro- 
grams and promote accountabilitv. The Department has alleviated some unneces- 
sary burdens for all institutions through the recent issuance of new regulations and 
by streamlining the recertification application that each institution is required to 
submit. Our latest initiative allows us to move further in this direction and reduce 
administrative burden where the program’s requirements do not improve account- 
ability, protect the Federal fiscal mterest, or serve the students. We believe that 
there are a number of institutions that should not have to be regulated as strin- 
gentlv as other institutions because of their past successful performance in manag- 
ing the Title IV programs. 

By providing relief to these institutions, we will be able to direct our resources 
to increase oversight of institutions that require closer monitoring. To implement 
this performance-based approach to oversight, the Department is developing a risk- 
analysis model that will allow us to target oversight resources on institoitions with 
poor performance records. The Department will also re-align staff with oversight re- 
sponsibilities along case management lines, with a team of employees responsible 
for all oversight activities for an assigned group of institutions. We believe that this 
approach will enable us to manage the program more effectively and efficiently and 
to be more responsive to our customers. 

CONCLUSION 

Mr. Chairman, I have explained the processes involved regarding institutional eli- 
gibility in Title IV programs. Although the requirements for eligibility may, at 
times, seem daunting, we recognize and take seriously our responsibility to main- 
tain the integrity of the student financial aid programs. We also believe that we 
have made significant improvements in the existing oversight system, both by re- 
ducing the unnecessary administrative burdens and by better monitoring institu- 
tions that pose risks to Federal funds. Our hard work in implementing the regula- 
tions arising from the 1992 Amendments and in improving the management of these 
programs is consistent with the President’s belief of providing opportunity with re- 
sponsibility. 

In all, our efforts have allowed us to provide more financial aid to students than 
ever before, while ensuring that the institutions that participate in the Title IV pro- 
grams are operating within the boundaries of financial ana administrative respon- 
sibility. 

I would be happy to answer your questions at this time. 
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How Institutions Obtain Initial Ellglbiity 
to Participate In Title IV Programs 
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Chairman McKeon. Thank you very much. 

We have just a few Members, so maybe we could do a round of 
questions with each of the panelists. 

Ms. Woolsey, do you have a question? 

Ms. Woolsey. Thank you, Mr. Chairman. 

Well, Fd like to ask a very simple question, but I don’t know the 
answer to it so Fm going to ask it. Once a school or a program has 
been decertified or eliminated can that program or that institution 
reapply, and under what parameters? 

Mr. LongANECKER. Yes, they can. They must be out of the pro- 
-ams for at least 18 months, at which point they can reapply, and 
if they have met the conditions, if the conditions under which they 
were eliminated have been corrected, they can come back, unless, 
of course, they’ve been involved in fraud against the Federal Gov- 
ernment, in which case we will debar and their officers from fur- 
ther participation in the future. 

Ms. Woolsey. And, is there a new level of scrutiny when they 
reapply and are they monitored more closely? 

Mr. Longanecker. Well, they go through, basically, that total 
recertification process, and at that point we look to make sure that 
they meet the financial responsibilities and that they have the ad- 
ministrative capacity to serve the programs well. 

Ms. Woolsey. Have you experienced that happening? I mean, is 
that happening now? 

Mr. Longanecker. We do not have very many institutions that 
have been eliminated from the program that come back. 

Ms. Woolsey. Okay, thank you. 

Thank you, Mr. Chairman, 
n Chairman McKeon. Thank you. 

Mr. Gunderson? 

Mr. Gunderson. Could you give us a specific number, Mr. Sec- 
retary, of the number of institutions that have been decertified dur- 
ing the last three years? 

Mr. Longanecker. Since we came in, we’ve decertified 300 insti- 
tutions. 

Mr. Gunderson. And, the primary basis for the decertification 
was? 

Mr. Longanecker. There were a variety of factors, the most sig- 
nificant was non-compliance with the default conditions. Normally, 
they are just kicked out of the student loan programs if they have 
a high default rate for three years, but if they have a default rate 
that is exceptionally high the regulations provide for their being 
terminated from the program entirely. A number of institutions fall 
into that category. 

We have other institutions that have been eliminated because of 
their financial circumstances, or, more frequently, because of sub- 
stantial compliance problems or violations. It’s not uncommon for 
institutions to be terminated from the program, in fact, it’s fairly 
standard to be terminated from the program for non-compliance. 

Some of the areas that are most prominent in that area are fail- 
ure to meet the ability to benefit provisions of the law, failure to 
meet the satisfactory academic progress conditions of the law, or 
failure to provide appropriate refunds to students and to the Fed- 
eral Government. 
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Mr. Gunderson. The 300 institutions that you have decertified, 
how many of those were private for profit? 

Mr. Longanecker. The majority of them are. I don’t have the 
specific numbers. I will provide those for you for the record. 

Mr. Gunderson. Are there public institutions that have been de- 
certified? 

Mr. Longanecker. Yes, there are public institutions in that cat- 
egory, and there are independent institutions, but the m^'ority of 
the institutions were proprietary institutions. 

Mr. Gunderson. How many of the public institutions would be 
four-year institutions? 

Mr. Longanecker. That were terminated? 

Mr. Gunderson. Yes. 

Mr. Longanecker. I don’t know of any public four-year institu- 
tions that were terminated from eligibility. 

Mr. Gunderson. Okay. 

How do you handle these institutions from the perspective of di- 
rect lending? Are there students still eligible for direct lending? 

Mr. Longanecker. The rules and regulations for direct lending 
are precisely the same as they are for the Federal family education 
loans. We don’t make a distinction between loan programs. If a col- 
lege has been eliminated from elimbility for the ^EL program, 
then they are certainly eliminated from eligibility for the direct 
student loan program. 

In fact, in the first two years of eligibility for the direct loan pro- 
gram, the requirements for entry into that program were more rig- 
orous than they had been for the FFEL program. 

Mr. Gunderson. Let me go on to one quick question and then 
I’ll conclude. 

Mr. Childers suggests in his testimony that one of the problems 
that we are facing is the growing imbalance between loans and 
g"ants, in terms oi the lower economic student’s eligibility or will- 
ingness to participate in higher education. Does the Department 
agree with that conclusion, that we are spending too little money 
on grants compared to loans now? 

Mr. Longanecker. Yes. 

Mr. Gunderson. You do. And, you would advocate what? 

Mr. Longanecker. Well, we don’t have a specific position with 
respect to that, but as we put together our reauthorization propos- 
als and work with you over the next couple of years, we would like 
to be able to try to come up with a set of public policies that specifi- 
cally address that concern. 



Mr. Gunderson. To what degree have you considered that ques- 
tion from a public versus private, if part of our problem today is 
looking at the dramatic costs and the increase in tuition, to what 
degree do you think the role of grants as to provide access to all 
students and the role of loans as to provide choice to higher cost 
institutions? 

Mr. Longanecker. Well, I think that’s the way we traditionally 
have looked at the circumstances, and it may well fit for the fliture, 
but I think we have a set of dynamics loolang at us in the future 
that may require us to rethink even some of our old rhetoric. 

We are going to be looking at such a substantial increase in the 
demand for higher education, because of the natural demographics 
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of this country over the next decade, and we’re going to be looking 
at such substantial constraints in our public resources that we 
may — ^we need to have — I think the old rhetoric about access and 
choice, grants and loans, we may have to rethink that. 

We’ve unintentionally moved away from that policy over the last 
decade. Now, we have to intentionally reinvent our policies to be 
more responsive to the needs of our students. 

Mr. Gunderson. In previous reauthorizations, we have had an 
impossible time determining the amount of true resources available 
to students. We can figure out the public funds at the State level 
and at the Federal level. We have been unable to find out the pri- 
vate foundation money available, both campus by campus or school 
by school, and within the private sector that would be available. To 
what degree does the Department have that information? Are you 
considering pursuing that information, or would you consider com- 
piling it so that we can really get a handle on what the amount 
of resources is versus the need. I mean, we don’t have any idea. 

Mr. Longanecker. Yes. I think we can go a long way to helping 
to provide that information, but I think it’s also very important to 
remember that we are in a partnership here, and in many respects 
we are the foundation of that partnership. So, it may not be en- 
tirely appropriate to look at the past and where people have been, 
because to some extent where we are will establish where the oth- 
ers settle in. 

Our Pell Grant program is the foundation of all student financial 
assistance, and so, people will build on that, and how we build our 
philosophy and our theorv around that will, to some extent, drive 
whether we encourage others to invest in student financial assist- 
ance or not. 

All of this suggests we’ve got a mighty serious task ahead of us, 
one that I think you’ll find the administration very interested in 
working closely with you on, but one that I think we think will 
take some challenging new ways of looking at things, other than 
what we’ve done just in the past. 

I don’t want to sound too vague in my response to you. Yes, we’ll 
try to provide the best information. What I’m really trying to say 
is, I’m not sure that looking at the past and the information from 
the past, will necessarily provide the perfect knowledge about 
where we go. 

Mr. Gunderson. I would suggest that the cost of tuition at Har- 
vard, or Princeton, or Yale, is irrelevant to the public policy debate 
unless you consider the amount of private foundation money at 
that institution available to enable students to attend. 

I mean, I come from the midwest. I could give you case after case 
of young students from the midwest who have made decisions to 
attend exclusive, private universities and colleges across this coun- 
try, not because they could afford it, but because when they com- 
bined their student financial aid with the private foundation money 
they then concluded that the cost of attending that school was, 
frankly, no more than attending a State college or university with- 
in the midwest. And so, it has given them choices they otherwise 
didn’t have, and we need to have that information to make the 
public policy decisions about where our limited Federal dollars are 
going to go. 
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Mr, Longanecker. Yes, no disagreement. We need all the infor- 
mation we have. 

Chairman McKeon. Thank you. 

Mr. Green. 

Mr. Green. Thank you, Mr. Chairman. I apologize for being late. 
Fd like to submit a statement for the record. 

[The prepared statement of Mr. Green follows:] 

Statement of Hon. Gene Green, a Representative in Congress from the 

State of Texas 

Mr. Chairman: 

I wo\ild like to thank the Chairman and the Ranking Member for the opportunity 
to have this hearing. 

The Congress has created good programs that assist students in higher education 
pursuits. 

As our nation becomes more and more technological, Americans will have to know 
more in order to succeed. 

Higher Education is more important now, than ever in our history, and it is vi- 
tally important that the Coi^ess continue its bipartisan support of these activities. 

I look forward to hearing from our panel of witnesses as we learn more about our 
higher education system. 

Mr. Green. Mr. Secretary, coming from Texas, I’d be interested 
if you or the Department could provide us the institutions particu- 
larly in the State of Texas that are no longer eligible for "ntle IV 
funds. I know I saw the list a couple of years ago but I would like 
to and see an update. 

My question is, what happens to a student attending an institu- 
tion that is no longer eligible for Title IV funds? Can the student 
transfer his or her eligibility to another institution? 

Mr. Longanecker. Generally, that’s an excellent question, be- 
cause our focus, we always try to keep our focus on the student, 
but sometimes when we are working with an institution students 
actually get hurt in the process. 

The law has changed in ways to protect students who are institu- 
tions that have precipitous closure, so if an institution now closes 
precipitously during a term, that student is eligible for discharge 
of that loan, if they are unable to be placed in another educational 
institution. 

What we always try to do when an institution is closing is to pro- 
vide a train-out opportunity, if it’s a proprietary school, or transfer 
opportunity if it’s a collegiate school, into a comparable educational 
experience, so that the student isn’t punished. 

But, we aren’t always successful in achieving that. That’s our ob- 
jective, obviously, is to try to do that. 

If we are unsuccessful and that student is left out in the cold, 
then they can ask for a discharge of that Federal student assist- 
ance and are elimble for that. 

Mr. Green. That meets one of my questions, because I know five, 
six years ago we had a lot of students, before the law changed, that 
have student loans that, you know, were closed, whether it be some 
of the truck driving schools or what have you, and that student 
was still on the loan, even though the school closed. 

Mr. Longanecker. Yes. And, we still get calls from students who 
are eligible but had no idea th^ were for some kind of benefit. 

Mr. Green. Thank you, Mr. Chairman. 

Chairman McKeon. Mr. Petri. 




20 . 






17 



Mr. Petri. Thank you. 

I just had one area I thought, perhaps, Mr. Childers or one of 
the other panels might want to respond to. We care a lot for our 
constituents and are reading an increasing amount about higher 
education costs increasing above the rate of inflation comparable to 
health care costs, rate of increase during the last decade or so. Is 
that accurate, or is it that schools are doing more massaging of 
their rates so that they are raising the posted charge and then dis- 
counting to various students or groups, so as to basically sock it to 
wealthier families who are able to pay and subsidize in one way 
or another those who are less able to pay. How much of this is a 
real increase and how much of it is just manipulation? Do we have 
any indication that there is some of that going on, or are these in- 
flationary rates of increases real? Fm trying to think of some chari- 
table explanation for whv maybe schools aren’t pricing themselves 
out of the middle class education market increasingly. 

Mr. Longanecker. Mr. Petri, as I got into in my statement, this 
is sort of jumping into part of it at this point, but there have been 
increases in the prices of colleges and universities in this country 
over the last 15 years, which is the time period I used in my testi- 
mony, which have outstripped the rate of inflation in this country 
and have exceeded the rate of family income growth in this coun- 
try. 

However, there are great variabilities within that, and the focus 
on the highest priced institutions, that does not represent the uni- 
verse of higher education institutions in this country. For example, 
the average tuition and fees of public four years and public commu- 
nity colleges is much lower than the statistics you often find. For 
example, the University of Wisconsin, Madison, this year, the cost 
of tuition and fees is $2,700 for the academic year. At the Univer- 
sity of California, UCLA, it’s $3,900. 

But, within the higher priced institutions, yes, Con^essman 
Petri, there is a reallocation, redistribution of funds, within the in- 
stitution, which ranges in some institutions as high as 40 some 
percent of tuition and fees, which are basically reallocated to others 
and the price is discounted. So, the posted price is not the paid 
price in many cases. There’s more and more examples and articles 
about that phenomenon in higher education institutions today, and 
that is definitely a trend that is going on in higher education today. 

Chairman McKeon. Mr. Graham. 

Mr. Graham. Thank you, Mr. Chairman. I’m not a Member of 
the subcommittee. I appreciate you letting me attend and partici- 
pate, because I’m ve^ interested in the topic. I have a lot of edu- 
cational institutions in my district, and a lot of folks want to go to 
college. 

Would anybody like to comment on the effect on an education tax 
credit and how that would help or hurt the availability or acces- 
sibility of higher education or another precedent supporting an 
eciucai/ioxi bcLA credi t? Is that a good idea or a bad idea? 

Mr. Longanecker. Well, I better ansvver that or I’d be in big 
trouble when I went back. 

Mr. Graham. I think I know what you might say. 

Mr. Longanecker. Actually, what we are proposing is a tax de- 
duction of up to $10,000, and we think that’s a wise investment for 
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this country. In fact, it’s hard for us to envision that it — mean, 
basically, we think investments in education are smart invest- 
ments. They return, and in this case it’s one that we think is par- 
ticularly smart because it’s encouraging families to invest in their 
children’s future or in their own future, in a way that will return 
a substantial amount, both to society, thus, justifying the tax ex- 
penditure, and to the individual, thus, justifying the personal deci- 
sion. So, we think that makes good sense. 

Mr. Graham. Do you have any cost estimates of what the deduc- 
tion would cost? 

Mr. LongANECKER. I should know that off hand, I don’t want to 
guess at that, let me provide that for the record to you. I’m sorry, 
I should know, and I don’t. 

Mr. Graham. I understand. 

I think ConCTessman Gunderson had some very good questions 
about the number of institutions that have been taken off the roles 
and the reasons. You said there were no public four-year institu- 
tions that were disqualified from the program? 

Mr. LONGANECKER. To my knowledge there were none, that 
doesn’t mean there weren’t any, but I don’t recall any four-year col- 
leges that have lost their eligibility. 

Mr. Graham. What kind of default rates are we talking about for 
a school that does lose its eligibility? 

Mr. LONGANECKER. Current law requires that an institution lose 
its eligibility for FFEL, for student loan eligibility, if it has con- 
secutively three years defaults above 25 percent. If it has a default 
rate above 40 percent for one year, it loses eligibility for all student 
aid programs. 

Mr. Graham. Can you give me a generic description of the t 3 rpe 
institution we are talWng about that has those problems? 

Mr. LONGANECKER. The largest share of the institutions that 
have been eliminated are for profit institutions by sector. Gen- 
erally, institutions with shorter term vocational programs, in the 
for profit sector the institutions that are two year of length and 
longer tend not to get in this problem as often, though, there was 
a whole chain of those that got in trouble a couple years ago, so 
that bumped up the number quite a bit. 

Mr. Graham. Do you believe that we’re spending enough money 
on student loans in our current budgets? 

Mr. LONGANECKER. In our current budget, the one for fiscal year 
1995, I think we are spending enough on student loans. I think we 
would hope that we might be able to substantially increase our in- 
vestment in grants in the future, and the President has a proposal 
to increase the Pell Grant somewhat, but we think our investment 
in loans overall is adequate. 

Mr. Graham. In the proposal, I think the balanced budget pro- 
posal, we increased student loan spending, I think, by 50 percent 
over the next seven years. Is that enough? 

Mr. LONGANECKER. What we did is, we increased the loan vol- 
umes by 50 percent. The cost of the program actually won’t go up 
by that amount, because we have cut some of the administrative 
expenses, both through combined efforts. 

Do I think that that’s enough? I hope that’s enough, certainly, 
yes, we would certainly hope that that was adequate. The reason 
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that loan volumes have gone up so much in the recent — well, one 
reason they went up is that the loan limits were increased in 1992, 
and whenever you increase the loan limits students will sort of 
move to that, and that was sort of a step increase that was sub- 
stantially there, but over the last decade one of the reasons there’s 
been so much more heavy reliance on student loans is that we 
haven’t been able to keep pace on the grant side. 

Mr. Graham. Okay. 

Let me ask you a question about the default procedure. Let’s say 
that a school has a 30 percent default rate for year one and two, 
but year three they are under 30 percent, are they back in — there’s 
no trigger? 

Mr. Longanecker. No, they are safe for another two years. 

Mr. Graham. So, they could go back in year four and five? 

Mr. Longanecker. They could be at 30 percent again for years 
four and five and they’d be okay, and if they came down in year 
six to 24.9 percent the/d be okay. That’s the current law. 

Mr. Graham. Would you like to see us in Congress change that 
dynamic? 

Mr. Longanecker. Actually, I think we’ll probably, as we get 
into serious discussions about reauthorization, we’d like to rethink 
the whole concept of default, and whether we are defining it cor- 
rectly overall. 

Mr. Graham. One last question. In the 21st century, how do you 
envision the student loan program working in terms of who is pro- 
viding the capital, monitoring the payback, and policing the sys- 
tem? 

Mr. Longanecker. Well, we’re pretty strong proponents of the 
new direct student loan program, so we’d probably, in our dream 
environment, sort of see something that looked pretty much like it. 

Mr. Graham. Okay. Thank you. 

Chairman McKeon. Mr. Castle. Do you have any questions spe- 
cifically for Mr. Longanecker? 

Mr. Castle. I don’t, Mr. Chairman. First of all, thank you for let- 
ting me sit in. I’m, of course, not on this subcommittee, and sec- 
ondly, I will not ask any questions because I did miss the testi- 
mony. I know you want to go on to the others, and I’m going to 
have to leave to go to another committee meeting. 

Just one point, Mr. Chairman, based on what I’ve heard and 
seen. I am delighted that you are doing it. We always say that 
about each other, but I am truly delighted that you are having 
these hearings on the cost of higher education. 

I don’t know if there are many more important subjects in the 
entire Congress or in this country. Some people might argue, is this 
really a matter of congressional interest? You are doggone right it 
is. We are dealing with grants, we are dealing with loan programs, 
these are a huge cost. 

Every time, and I mean this very sincerely, because I’m a total 
defender and believer in higher education, but I just worry so much 
about the costs of it. Every time I look at the cost of living I see 
health care, and then someplace just beyond it I usually see higher 
education, particularly, in the last dozen years or so. We really 
need to do something about it. 
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I just talked to the president of my college, which is now $27,000 
a year, and he indicated that they have, for the first time, hired 
somebody to deal strictly with the costs. 

The Federal Gk)vernment can only do so much. We are trying to 
balance the budget. Students can only absorb so many loans. We 
can only absorb so many grants and scholarship programs. We ab- 
solutely must start adjusting the costs. 

I have not read all of the Philadelphia Enquirer’s articles that I 
bet every one of you is aware of, but you may not be. They did a 
very extensive five-day series of articles, and they took on the Uni- 
versity of Pennsylvania, among others, which changes in student 
population, virtually none at all in the last 15 years, but has in- 
creased tremendously with administrators, and we really have to 
look at the costs of education. Fm not enough of an educator to be 
able to say exactly where it is. You tend to think it’s in administra- 
tion, and it probably is to some degree, I think it’s in more building 
than people realize. 

I mean, I know at the University of Delaware, in which I was 
involved as a Governor of Delaware, and as somebody who lives 
there, every time a building goes up it costs a lot of money. It costs 
a lot of money to maintain it as well, and it looks good, and it’s 
good competition for getting students, but it’s a bit of a problem. 
But, I just absolutely believe that we need to address this, not just 
from the point of view of how we deliver whatever it is that we as 
the Federal Government are going to give, but what the all levels 
of education are doing with respect to costs. 

And, yes, sure, a lot of these schools are private, and does the 
Federal Grovernment have any interest in it, well, we do. There’s 
virtually no school that doesn’t have some sort of contracts or ar- 
rangements with the Federal Grovemment in some way or another, 
as well as the grant and loan programs that go on. So, I think it’s 
an area of tremendous study. 

I appreciate and admire each of the witnesses here today, the 
back^ound of whom I’ve read. I realize that they have a very 
tough job, but I hope we all get in this together, and that we start 
to really sit on the problem of the rising costs in the administration 
of our colleges, which are the very best in the world. I have no 
doubt about that, but we have to do it at a level that we can have 
all of our students go on to our best colleges. 

Just a final story, I was at a high school in Newark, Delaware 
on Friday, and I talked to a young man who had opportunities to 
go to Penn and Johns Hopkins at $33,000 per year in their honors 
programs, and an opportunity to go to the University of Delaware 
at, of course, a much lesser rate. He had no choice, even though 
the University of Delaware is a very good school, he had to go to 
the University of Delaware. He had no choice. He couldn’t begin to 
think about going to the other schools. 

That’s happening, I think, a little bit too much, so, hopefully, we 
can really address this problem, and I do admire this undertaking 
and I hope it is fruitful in the long run, and I thank you for the 
opportunity of being here. 

Chairman McKeoN. Thank you. 

I do think it’s very important, and I hope that when we finish 
\these hearings, you know, you’ve heard after all is said and done 
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generally there is more said than done, I hope we don’t end up with 
that, that we just end up talking and really don’t address the real 
problem. 

Just one quick question, the community college in my district has 
come to me with a problem, and I’ve written you a note on it. They 
hit the 25 percent default rate with nine students. I see other com- 
munity colleges in our area, one of them has 35 students defaulted, 
they only hit a 20 percent rate. I’m wondering, and we need to talk 
about this as we move forward with this, looking at the overall, 
what is the real cost if you have 35 students versus nine, you are 
probably losing more money. So, there should probably be some 
kind of a combination as to how we look at that. 

I think in this one that I addressed, I think that will be taken 
care of, because one of those students died and probably shouldn’t 
be counted. I know we’re not laughing at death, but it’s the prob- 
lem. 

Mr. Longanecker. We’re very S 3 onpathetic to that, and, in fact, 
we’ve been trying to figure out how we can deal with that situation, 
because if one has read the book The Death of Common Sense, this 
is the kind of thing that makes people just sort of wonder about 
their government. And, our dilemma on this one is some fairly 
stringent constraints in law. It might be one of those things we 
talk about a Thursday correction or something on, because I don’t 
think anybody 

Chairman McKeon. Just the 24.9 to the 25. 

Mr. Longanecker. [continuing] I don’t think anybody ever in- 
tended to get in this kind of bind. We are able to take care of it 
for those institutions that hit three years over 25, because we have 
regulations to provide mitigating circumstances, and it gives the 
Secretary the waiver authority in that regard, but we don’t have 
anything for a one-year requirement. And so, I think we’ll be work- 
ing with it, and if we can’t deal with it regulatorily, then we’ll 
probably come back to you and see if we can work with you to han- 
dle it some other way. 

Chairman McKeon. It’s something maybe the whole formula 
needs to be addressed, too, and leave some room for some judgment 
in some of these programs where your hands wouldn’t be totally 
tied by a strict regulation. 

Another thing we’re concerned somewhat, our schools, in looking 
at this do you look at areas or do you look at the type of institu- 
tion? We’re concerned that you don’t hit just certain types of insti- 
tutions. 

Mr. Longanecker. I think as we’ve started to develop this new 
concept there’s been concern that somehow we were out to get cer- 
tain sectors of higher education or postsecondary education. That 
is not our case. What we want to do is, we want to reward high- 
performing institutions in every sector, and we want to focus our 
attention on the most at-risk institutions in every sector. 

Now, let’s be honest, because of the nature of what we are talk- 
ing about, that probably means predominantly there are going to 
be more institutions in the for profit sector that are the focus of 
our attention. 

But, I’ll tell you, I worked in two States, and some of the best 
institutions in those States were in the proprietary sector. They are 
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very strong institutions, and they deserve to be respected and not 
have excessive administrative burden. And, as we fashion this new 
concept, we need to make sure that we’re respecting the differences 
and celebrating the differences of American higher education, but 
that it’s not one that puts a pejorative tent on any one sector. 

Chairman McKeoN. On some of mv visits I’ve had the oppor- 
tunity to see what some schools in the private sector are ^ing. 
They are doing a fantastic job, and I think we need to be open to 
what the end result is. I know I’m new at this, and I know we’ve 
had some problems in the past with some different organizations, 
and I’m sure there will be problems in the future, but we need to 
be able to be broad in how we look at these. 

In the interest of time, what we’ll do, I think, is change our for- 
mat. We’ll go through each of your presentations and then we’ll 
come back with questions addressing to all of you. Could we start 
with Mr. Childers, please. 

STATEMENT OF JOHN B, CHILDERS, VICE PRESIDENT FOR 

GOVERNMENT RELATIONS AND COMMUNICATIONS, THE 

COLLEGE BOARD 

Mr. Childers. Mr. Chairman and Members of the committee, I 
am John Childers, with the College Board, and I’m delighted to be 
here today to share with you what some of us have learned at the 
College Board about college student financing of postsecondary 
education, and about the academic preparation and counseling stu- 
dents need to succeed in college. 

I concentrate on these two areas, because they are vital to stu- 
dent success. Without both adequate financial aid and academic 
preparation, students cannot meet their educational goals. 

We conduct at the College Board a great deal of research on col- 
lege costs and financial aid. Using the charts attached to this state- 
ment, I will now summarize the conclusions we have drawn from 
our research efforts in these areas. 

Although I will be talking about trends in student aid in the 
macro sense, and will be using a lot of averages and large numbers, 
I don’t want that to mask the fact that there are many, many vari- 
ations within higher education institutions and the fact that these 
costs fall differentially on different families and students who have 
real concerns and anxieties, which I’m sure they have expressed 
with you and your colleagues. 

A great deal of attention has been paid lately to the rising cost 
of college, and with good reason. Since 1980, college costs have 
risen at double and triple in some years the rate of infiation, while 
family income has remained stagnant. At private institutions, costs 
have increased 90 percent over the past 15 years in inflation-ad- 
justed terms. At public institutions, the increase has been about 
100 percent, but median family income has only risen 5 percent in 
the last 15 vears. 

The problem of rising costs is real, but it should be placed in per- 
spective, as we have ^ready discussed a little bit. Forty-five per- 
cent of all postsecondary students attend community colleges, 
where tuition and fees average $1,200 a year. Another 30 percent 
attend four-year public universities, which average $2,800 a year 
for tuition and fees. 
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Further, almost half of all private colleges and universities 
charge below $10,000 a year for tuition and fees. Most of the arti- 
cles we see focus mainly on the highest-price institutions. 

Nonetheless, institutions reco^ize they cannot continue to in- 
crease their prices at such a rapid rate and many are taking steps 
to downsize and restructure. 

The other side of the college financing equation is student aid. 
Over the past 20 years, the amount of aid awarded to students 
from public and private sources has increased by 60 percent in in- 
flation-adjusted terms. Nevertheless, gaps in college participation 
by income are wider today than they were in 1980. In 1992, the 
last year for which data is available, 86 percent of dependent 18- 
to 24-year old high school graduates, in the highest family income 
quartile, were either currently enrolled or had enrolled in higher 
education. The corresponding statistic for those in the lowest in- 
come quartile is 52 percent, a gap of 34 percentage points. In 1980, 
the gap was 27 percentage points. The gap has widened in the last 
15 years. 

Part of the explanation for this continuing disparity must lie in 
the shifting composition of student aid. In 1975, grants peaked at 
80 percent of aid awarded to students from all sources. Last year, 
grants represented 43 percent of aid awarded to students from all 
sources and 56 percent of all financial aid to all students in all in- 
stitutions was Federal loans. I will just note that this is one of the 
real reasons why the College Board’s Board of Trustees last month 
passed a resolution urging the Congress to focus on need-based 
grant assistance for the lowest income students as the most posi- 
tive step that could be made in the student financial aid field. 

There are charts attached to the paper that illustrate the point 
about the shift in grants and loans. Funding for Pell Grants and 
campus-based aid has changed very little in inflation-adjusted 
terms, while loan volume has increased dramatically. The shift 
from grants to loans falls hardest on the neediest students. 

In 1975, the maximum Pell award covered almost 40 percent of 
tuition, room and board at private colleges. Today, the maximum 
award covers 15 percent of those charges or private institutions 
and only 36 percent of tuition, room and board at public colleges 
and universities. 

On loans, the most up-to-date information we have, which, unfor- 
tunately, predates the 1992 reauthorization of the Higher Edu- 
cation Act, indicates that about 40 percent of students are leaving 
college with loans, and the average debt incurred is approximately 
$6,400. Undoubtedly, that figure is higher today for a number of 
reasons, including the run up in loans since 1992, but we don’t 
have the national information on that. The National Center on 
Education Statistics is currently collecting information on the class 
this year, 1995-1996, which should be available one year from now, 
hopefully, in time for your work on reauthorization next year. 

This information will be very important, because student loan 
volume has jumped 50 percent since the i992 reauthorization of 
the Higher Education Act, due to increased loan limits, the intro- 
duction of unsubsidized Stafford loans, and changes in need analy- 
sis enacted in 1992. 
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Most dramatic, as some of the figures I have show, is the in- 
crease in Stafford unsubsidized loans since 1992. Dependent under- 
CTaduate students became eligible for this new unsubsidized Staf- 
ford program under the terms of the reauthorization, and in 1994 
students took out almost $2.1 million unsubsidized Stafford loans. 

It is important to remember that these borrowers are primarily 
middle-income students who cannot qualify for a subsidized Staf- 
ford. However, this data should not suggest that excess borrowing 
is not a real problem for some students. Clearly, low-income stu- 
dents, academically at-risk students who may not finish their de- 
^ees, and students in low-paying fields are ^1 placed at financial 
jeopardy when they rely on loans to finance their postsecondary 
education. 

In sum, what do these numbers tell us about the state of college 
financing? First, college costs are a growing problem, but many in- 
stitutions remain quite affordable. Second, despite the effort of the 
Federal Government, States and institutions to increase the 
amount of aid available to students, loans have replaced grants at 
the centerpiece of student aid, decreasing college ^ordability for 
the most needy students. And finally, while the dramatic increase 
in loan volume may have serious consequences for certain groups 
of students, since 1992 it has been primarily caused by an influx 
of new middle-income borrowers into the student loan system. 

Mr. Chairman, Fd like to briefly touch on a second area, which 
in my mind is, perhaps, even more important than college costs 
and financial aid, which is that all the data and research we have 
compiled shows that completion of rigorous academic course work 
is absolutely essential to student achievement. The problem is 
making sure that these courses are available to students and that 
students are allowed to take them and succeed. 

We have a lot of experience working with school districts around 
the country the last five years, and Fm delighted to report, as one 
of the charts shows, that, for example, in three of our sites in Prov- 
idence, Rhode Island, Milwaukee, Wisconsin, and San Jose, Califor- 
nia, we are moving all students 100 percent into algebra and the 
higher level math courses, which we think is going to have tremen- 
dous results in both their high school completion rate and college 
going rate. 

In addition to the academic preparation, we are providing lots of 
guidance and counseling. Counselors, pfirticularly in California, are 
more and more a vanishing breed, but that is absolutely important 
for low-income students. 

I raise this issue in the context of my remarks on student aid, 
not only because of its general importance, but because part of 
Title rV of the Student Financial Aid Act is devoted to counseling 
and academic preparation. The Federal TRIO programs are part of 
Title IV. Their purpose is to identify qualified individuals from dis- 
advantaged backgrounds and prepare them for post secondary edu- 
cation. 

Therefore, Mr. Chairman, as you look forward to reauthorization 
next year, I encourage you to look at academic preparation and col- 
lege information, as well as student financial information, as key 
ingredients to access to and success in postsecondary education. 

Thank you very much. 
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Chairman McKeON. Thank you, Mr. Childers. 

[The prepared statement of Mr. Childers follows:] 

Statement of John B. Childers 

Mr. Chairman and members of the committee. I am very pleased to have the op- 
portunity to share with you some of what we nave learned at the College Board 
about student financing of postsecondary education and about the academic prepa- 
ration and counseling students need to succeed in college. I concentrate on these two 
areas because they are vital to student success — without both adequate financial 
support and academic preparation, students cannot meet their educational goals. 

Tne College Board is a national membership association of 3,000 schools, colleges, 
universities, educational systems and organizations that focuses on the transition 
from high school to college. Along with sponsoring familiar programs such as the 
SAT and Advanced Placement, we conduct a great deal of research on college costs 
and financial aid and on the impact of rigorous course work and college counseling 
on student achievement. Using tlie charts attached to this statement, I wll summa- 
rize some of the conclusions we have drawn finm our research efforts in these two 
areas. 

College Cost and Financial Aid 

The media has paid a great deal of attention recently to the rising cost of college, 
and with good reason. Since 1980, college costs have risen at double and sometimes 
triple the rate of inflation, while family income has remained stagnant (Figure One). 
At private institutions, costs have increased 90 percent over the past 15 years in 
inflation adjusted terms, at public institutions the increase has been 100 percent, 
but meian family income has only kept pace with inflation, rising just 5 percent. 

The problem of rising college costs is real, but it should be placed in perspective. 
Forty-five percent of postsecondary students attend community colleges, where tui- 
tion averages $1,200 per year. Another 30 percent attend public four year institu- 
tions. whidi average $2,800 for tuition and fees (Figure Two). Further, almost half 
of all private colleges and universities charge below $10,000 for tuition and fees 
(Figure Three). By focusing on the highest priced institutions, the media has over- 
stated the problem. 

Nonetheless, institutions recognize that they cannot continue to increase their 
prices at such a rapid rate and many are taking steps to downsize and restructure, 
to deliver instruction more efficiently using technology, and to raise private funds 
to augment their student aid budgets. 

The offier side of the college financing equation is student aid. The College Board 
produces an annual survey tliat summarizes aid available to students, Trends in 
Student Aid\ a copy of the most recent report is attached to this statement. Over 
the past 20 years, the amount of aid awarded to students from public and private 
sources has increased by 60 percent in inflation-adjusted dollars. Nonetheless, ^ps 
in college participation by income remain as wide today as they were in 1980 (Fig- 
ure Four). In 1992, the last year for which data is available, 86 percent of dependent 
18 to 24 year old high school graduates in the highest family income quartile were 
either currently enr(3led or had enrolled in higher education. The corresponding sta- 
tistic for those in the lowest income quartile was 52 percent, a gap of 34 percentage 
points. In 1980, this gap was 27 percentage points. 

Part of the explanation for this continuing disparity must lie in the shifting com- 
position of student aid. In 1975, grants peaked at 80 percent of aid awarded to stu- 
dents from all sources. Last year, 43 percent of all aid awarded was in the form 
of grants (Figure Five). Federal loans now dominate the student aid system; they 
reprosent 66 percent of the aid available from all sources. 

This shift from grants to loans is due primarily to changes in federal funding of 
Pell Grants and to expansions in the guaranteed student loan program. Figure Six 
illustrates this point; funding for Pell Grants and Campus-Based aid has changed 
very little in inflation-adjusted terms, while loan volume has increased dramatically. 
The shift from grants to loans falls hardest on the neediest students. In 1975, the 
maximum Pell award covered almost 40 percent of tuition, room, and board at pri- 
vate colleges; today, the maximum award covers 15 percent of these charges and 36 
percent of the same items at public colleges and universities (Figure Seven). 

Despite the effect of changes in student aid on low income students, most stories 
in the media focus on the growing indebtedness of middle income students. Tne 
most up-to-date information, which predates the 1992 reauthorization of the Higher 
Education Act, in^cates that less than 40 percent of all undergraduate students 
leave college with some student loan debt and that the average debt incurred is ap- 
proximately $6,400. This data does not reflect changes since the 1992 reauthoriza- 
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tion; the National Center for Education Statistics is currently collecting updated in- 
formation on student indebtedness that should be available one year from now. 

This information will be very important because student loan volume has jumped 
^ 50 percent since the 1992 reauthorization of the Higher Education Act (Figure 
Eight). This dramatic growth was due to increased loan limits, the introduction of 
unsubsidized Stafford loans, and changes in need analysis enacted in 1992. A closer 
look at this trend reveals that this jump in loan volume may not have caused a 
widespread crisis of student indebtedness. 

The influence of Hie changes enacted in ’92 is illustrated by Figures Nine and 
Ten. Figure Nine tracks the average Stafford subsidized loan since 1986. After ’92, 
the average loan did increase. However, over the past ten years, this average has 
fluctuatecT very little in real terms, ranging from approximate $3,000 to $3,250. 

Much more dramatic was the increase in the nunmer of Stafford subsidized and, 
especially, unsubsidized loans (Figure Ten). Prior to Hie '92 reauthorization, only 
independent undergraduates and graduate students could borrow through the 
unsubsidized SLS program. Beginmng in 1993-94, dependent undergraduate stu- 
dents who are inehgible for a subsidized Stafford loan became eligible for the new 
unsubsidized Stafford program. These students have taken full advantage of Hiis 
newly available credit. In l992, less than one million SLS loans were made; in 1994, 
students took out almost 2. 1 million unsubsidized Stafford loans. 

It is important to remember that these borrowers are primarily middle income de- 
pendent students who cannot qualify for a subsidized Stafford. The run-up in stu- 
dent loan volume is caused more by a larger pool of students in the loan program 
than by a dramatic increase in per student borrowing. 

This data should not suggest, however, that excess borrowing is not a problem for 
some students. Clearly, low income students, academically at-nsk students who may 
not finish their degrees, and students in low paying fields all are placed in financi^ 
jeopardy when they rely on loans to finance their postsecondary education. 

In sum, what do these numbers tell us about the state of college financiM? First, 
college costs are a growing problem, but many institutions remain quite affordable. 
Second, despite the efforts of the Federal government, states, and institutions to in- 
crease the amount of aid available to students, loans have replaced grants as the 
centerpiece of student aid, decreasing college affordability for the most needy stu- 
dents. Finally, while the dramatic recent increase in loan volume may have serious 
consequences for certain groups of students, it is primarily caused by an influx of 
new, middle-income borrowers into the student loan system. 

Academic Preparation and College Counseling 

The second area I’d like to address is, in my mind, even more important than col- 
lege costs and financial aid. At the College Board, we collect a great deal of data 
from students when they register for our tests, including detailed information on 
their high school course work. We also operate a national school reform program, 
EQUITY 2000, premised on the notion that math is the key to the college-bound 
curriculum and that all students can and must learn key mathematical concepts 
from Algebra and Geometry. Finally, we have conducted additional research on our 
SAT seniors population to determine factors that are associated with improved col- 
lege attendance by low income students. 

All of this data and research has reaflirmed our belief that completion of rigorous 
academic course work in high school is absolutely essential to success in college. Av- 
erage SAT scores increase in step with the total amount of academic course work 
students complete (Figure Eleven). Further, the type of courses students take makes 
a great deal of difference in their achievement. For example, students who take Cal- 
culus score over 100 points hmher on the SAT Mathematics exam than those who 
have only completed Algebra (Figure TSvelve). 

The problem, of course, is moving students into these demanding courses and 
helping them to succeed once there. Even among college bound SAT takers, less 
than half take Physics or Precalculus (Figure Thirteen). The College Board’s EQ- 
UITY 2000 national school reform project was created to define steps that school 
districts must take to move all students into rigorous academic course work. After 
four years of teacher retraining, Saturday academies, and parent workshops, among 
many other activities, the results are very encouraging. In Providence, Milwaukee, 
and San Jose, for example, all ninth graders in the public schools now take Algebra 
I or a higher level matn course compared to much lower rates before the program 
began (Figure Fourteen). 

A key component of EQUITY 2000 has been guidance and counseling. Students 
whose parents did not attend college are especially in need of college admission and 
financial aid information. Our research has shown that 85 percent of low income 
students who take the SAT saw a counselor at least two or Huree times during their 
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junior and senior years of high school to discuss their future. In most public schools, 
counselors are spread so thin that it is very difficult — ^if not impossible — ^to provide 
that kind of encouragement, information, and guidance. 

I raise this issue in the context of my remarks on student financial aid, not only 
due to its general importance, but also because part of Title TV is devoted to coun- 
seling and academic preparation. 

The federal TRIO programs are part of Title IV; their purpose is to identify quali- 
fied individuals from disadvantaged backgrounds, prepare them for postsecondary 
education, and provide support services to neip them complete a certificate or degree 
program. Unfortunately, the TRIO programs are able to serve only 7 percent or the 
elimble population. 

Therefore, Mr. Chairman, as you prepare recommendations for reauthorization of 
the Higher Education Act next year, I encourage you to regard academic prepara- 
tion and college information, as well as student financial aid, as key ingredients in 
access to, and success in, postsecondary education. 
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Figure One 

15 Year Changes in Tuition, Family Income, 
and Student Aid 
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. Figure Two 

Average Tuition ^hd Fees, 1980 to 1995, with 
Percent of Undergraduate Enrollment 
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26-202 0 - 96-2 



Figure Three 

Distribution of Four-Year Private institutions by 
Tuition and Fees 
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Figure Four 

College Participation Rates by Famiiy Income 
Quartile, 1970 to 1992 
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Figure Five 

Composition of Aid to Postsecondary Students 
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Figure Six 

Title IV Aid to Students, 1974 to 1994 
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Figure Seven 

Purchasing Power of the Maximum Peii Grant 
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Figure Eight 

FFEUFDSL Volume, 1970 to 1994 
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Figure Nine 

Average Subsidized Stafford Loan, 
1985 to 1995 



36 





SJBllOQ free I. lUBJSUOO 



Figure Ten 

Number of Stafford Loans, 1985 to 1994 
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Figure Eleven 

Years of Academic Course Work in High School 
and SAT Achievement 
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Figure Twelve 

Highest Math Cburse Completed 
and SAT Math Achievement 
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Figure Thirteen 

Percent of SAT Takers 
Completing Key Academic Courses 
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Figure Fourteen 

Enrollment in Algebra I or Higher Math Courses 
before and during Equity 2000 
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INTKODUCTION 



J.rends in Student Aid presents annual data on the 
amount of financial assistance available to help 
students pay the tuition, room and board, and other 
costs of attendance in postsecondary education. 

This publication is based on a data series the 
College Board began more than ten years ago in an 
effort to assemble comparable statistics over time on 
the major providers of student aid: the federal 
government, state governments, and educational 
institutions themselves.’ 

To collect comparable data from existing sources 
on an annual basis, we have had to accept several 
less-than-ideal statistical tradeoffs and restrictions: 

■ Because many available data sources do not 
separate assistance for undergraduate and 
graduate students, this report necessarily 
describes aid for both. The report gives a 
consistent picture over time of aid available 
to students in general; however, the impact 
of this aid may be different for graduate and 
undergraduate students. 

■ Likewise, because no reliable annual 
statistics exist for aid provided through state 
or institutional loan and work-study 
programs, our state and institutional figures 
refer to grant assistance only. We are also 
unable to capture the contributions made by 
students from earnings that are not the 

. result of formal work-study job programs. 

■ Finally, our data series does not include 
private nonfederally-guaranteed borrowing 
programs for families. 

Despite these limitations, the data that follow 
represent virtually all federal aid and the vast 
majority of state and institutional assistance available 
to students in postsecondary education. To 
encourage accurate interpretation of trends, we 
report all data in constant (adjusted for inflation) 
dollars, as well as in current dollars. This removes the 
statistical changes that are due to the fluctuating 
value of the dollar rather than to actual program 
changes. 

In order to put student aid trends in context, we 
report on changes in the costs of attending college 
and in family incomes. To make the three different 
data series comparable, we adjust all three by the 
same inflation measure (the consumer price index). 
To determine if college is becoming more or less 
affordable, one must look at all three measures (costs, 
family ability to pay, and available aid) together. 
Ideally, we would present statistics on each of these 
by postsecondary sector, but data on incomes and aid 



(unlike data on costs) are unavailable by institutional 
type. 

Ideally, too, we would report trends on a per- 
student as well as on an aggregate basis, to separate 
out program growth that reflects growth in the 
student population from program changes that 
reflect real increases in aid for each enrolled student. 
In fact, our original publication, covering the years 
1963 to 1983, did this. For most of that period, 
however, student aid went largely to students in the 
traditiortal collegiate sector; so available statistics on 
enrollment in public and private nonprofit 
institutions were adequate. Since the early 1980s 
growing numbers of students in proprietary (for- 
profit) schools have participated in aid programs. 
Per- student calculations, then, should be based on 
postsecondary enrollments in all three sectors; and 
unfortunately, these are not available. 

Tables 1 to 7 provide a variety of statistics on 
student aid, family income, and college costs for the 
period 1985-86 through 1994-95. Appendix tables A 
and B provide basic program statistics for all years in 
our data base back to 1963-64, for those who wish to 
calculate treruls over longer periods than described in 
this update. As always, we continue to refine our 
coverage of programs and to update previously- 
reported statistics when better data become available. 

Two changes in coverage and format mark this 
year's report. First, we include additional detailed 
information on the number of loans, and amount per 
loan, in the Federal Family Education Loan Program 
(FFELP) and the Ford Direct Student Loan Program 
(FDSLP). Second, we no longer report armual federal 
apppropriations for student aid programs (Table 3 in 
previous reports). The Credit Reform Act of 1992 
substantially changed the way the federal 
government accounts for funds spent on loan 
programs. Because of these changes, it has become 
impossible to provide comparable trend data on 
federal ap>ppropriations for student loans. Given that 
the value of the appropriations data is seriously 
compromised by this change, we have decided to 
discontinue this data series. 



Note: 

’ Thi* survey seeaunii only for direct sid to students, not the 
indirect subsidies provided in the form oi reUlively low tuition 
chsrged by public institutions. Suies contribute the most such 
indirect support for studenu. But the federal government remains 
the largest provider of direct aid to help students meet their costs of 
attendance, including tuition, fees, living costs, transportation, 
books, and supplies. 
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HIGHLIGHTS 



■ Total available student aid in 1994-95 was $46.8 
billion. After adjusting for inflation, this amount is 66 
percent higher than a decade ago and 8 percent 
higher than in 1993-94. (Tables 1 and 2) 

■ The federal government provided 75 percent of 
available student aid in 1994-95. Ten years ago, the 
federal share was 80 percent. Institutional and other 
grants have grown from 13 to 19 percent of the total 
over this same period, with state grants remaining 
steady at 6 percent. (Table 1 and Appendix A) 

■ Continuing the trend of the past fifteen years, the 
largest single source of aid in 1994-95 was federal 
loans. The federal loan programs provided $26 billion 
in aid to students, 56 percent of all available aid. 
Over 7.7 million loans were made to students and 
parents through federal loan programs in 1994-95. 
(Tables 4 and 6) 

■ Most of these loans are subsidized to the extent that 
the government pays the interest on them while 
borrowers are enrolled in school. However, a 
growing share of student loans are now 
unsubsidized, adding in-school interest charges to 
the borrower's total cost of each loan.^ In 1994-95, 
students borrowed $15.2 billion in subsidized loans 
and $7.6 billion in unsubsidized loans. (Table 1) 

■ The number of students borrowing unsubsidized 
loans increased 178 percent between 1993-94 and 
1994-95, rising from 751,000 borrowers to over two 
million borrowers.^ (Table 4) 

■ In contrast, growth in the larger subsidized loan 
program was moderate. Borrowing in this program 
rose by 7.5 percent in 1994-95 while the number of 
borrowers increased by only 24,000. (Tables 1 and 4} 

■ Student loans are administered through two major 
programs, the Federal Family Education Loan 
Program and the Ford Direct Student Loan Program. 
The Federal Family Education Loan Program, in 
which students borrow from banks and the federal 
government guarantees the funds, is by far the 
largest federal student aid program. Borrowing in the 
Federal Family Education Loan Program increased 8 
percent, from $21.2 billion in 1993-94 to $22.9 billion 
in 1994-95. (Table 1) 

■ The Ford Direct Student Loan program, created by 
the Student Loan Reform Act of 1993. began 
disbursing loans in 1994-95. In this program, the U.S. 



Treasury, rather than private lenders, provide loan 
capital. Students borrowed $1.7 billion through this 
program, 7 percent of generally-available federal 
loarts. (Table 1) 

■ Although the number of parents borrowing Parent 
Loans for Undergraduate Students showed no 
change, the average loan increased 14 percent, from 
$4,531 in 1993-94 to $5,181 in 1994-95. (Table 4) 

■ In contrast to loans, federal grant aid to students 
showed no irtcrease over the past year. In particular, 
the Pell Grant program showed a slight decrease 
from $5,652 billion awarded in 1993-94 to $5,650 
billion in 1994-95. As a result of slow growth in the 
major federal grant programs, and dramatic recent 
increases in student borrowing, grants now represent 
43 percent of total federal, state, and institutional 
student aid. A decade earlier, grants and loans 
represented 48 and 49 percent of total aid, 
respectively. (Tables 1 and 6) 

■ The borrowing power of the maximum Pell Grant 
has declined steadily over the past decade. In 
1985-86, the maximum Pell Grant covered 20 percent 
of average cost of attendance at private universities 
and half of cost of attendance at public universities. 
In 1994-95, the share of cost of attendance covered by 
the Pell maximum dropped to 10 percent and one 
third, respectively. (Tables 3 and 7, Figure 3) 

■ The share of funds going to proprietary school 
students from the two largest federal aid programs. 
Pell Grants and Stafford subsidized loans, grew 
substantially prior to 1987, then began to decline. The 
proportion of Pell Grants going to proprietary 
students peaked at 27 percent in academic year 1987- 
88 and fell to 15 percent in 1993-94. Likewise, the 
percentage of Stafford subsidized loan dollars going 
to proprietary students peaked at 35 percent in fiscal 
year 1987 and fell to 10 percent in 1993. (Table 5) 



Note*: 

' Eligibility for nibtidiud loan» is determined by student rveed. defined 
as the difference between the cost of college attendance and a student’s 
(and their parents') ability to pay that cost. Utuubiidized loans are 
available to all studmts, regardless of need. Students may borrow up to 
$23,000 in subsidized and unsububsidized loatts as uitdergraduates. 

2 It is important to note that the dramatic increase in the new un- 
subsidized program is due in part to the discontinuation of the 
Supplemental Loatu for Students program (SL5), which previously 
provided unsubiidized loans to graduate and professiatMrl students. 

Many students who would have borrowed through SLS have shifted to 
the new unsubsidized program. 

■ (S 
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TABLE 1 

Aid Awarded to Postsecondaiy Students in Current Dollars 



(in Millions) 



t^edenlly Supported 
Prognuns 


19S5-86 


1986-87 


1987-88 


198&-69 


1989-90 


1990-91 


1991-92 


1992-93 


Estimated 

199J-94 


Ptelimiiuiy 

1994.45 


Generally Available Aid 


Pell Grants 


3,567 


3,441 


3,736 


4,471 


4.768 


4,910 


5.777 


6.177 


5,652 


5,650 


SEOG 


410 


400 


419 


422 


445 


453 


498 


554 


564 


554 


S51G 


76 


73 


75 


72 


71 


59 


62 


71 


72 


73 


CWS 


656 


629 


635 


625 


663 


728 


760 


780 


771 


760 


Perkins Loans 


703 


763 


805 


674 


903 


870 


668 


892 


919 


972 


Income Contingent Loans 


0 


0 


5 


5 


6 


6 


5 


5 


0 


0 


Ford Direct Student Loans 


0 


0 


0 


0 


0 


0 


0 


0 


0 


1,737 


(Subsidized Stafford Loans) 


0 


0 


0 


0 


0 


0 


0 


0 


0 


(1.089) 


(Unsubsidized Stafford Loans) 0 


0 


0 


0 


0 


0 


0 


0 


0 


(478) 


(PLUS) 


0 


0 


0 


0 


0 


0 


0 


0 


0 


(170) 


Family Education Loans 


6,539 


9,102 


11385 


11,985 


U151 


12.669 


13.993 


14,91 4 


21,182 


22,936 


(Subsidized Stafford Loans) 


(8328) 


(8330) 


(9,119) 


(9319) 


(9308) 


(10,002) 


(10305) 


(10,937) 


(14.123) 


(14,104) 


(Unsubsidized Stafford Loans) 0 


0 


0 


0 


0 


0 


0 


(323) 


(2,033) 


(7,139) 


(SLS) 


(269) 


(520) 


(1,830) 


(2,015) 


(1335) 


(1,710) 


(2.022) 


(2.375) 


(3,477) 


(32) 


(PLUS) 


(242) 


(252) 


(436) 


(651) 


(808) 


(957) 


(1.165) 


(U79) 


(1350) 


(1.660) 
























Subtotal 


14,251 


14,408 


17,060 


ia455 


19,007 


19,694 


21,963 


23392 


29,161 


32.681 


Specially Directed Aid 


Veterans 


664 


783 


762 


724 


790 


679 


876 


1,037 


1,192 


1,410 


Military 


342 


361 


349 


341 


364 


369 


394 


393 


405 


421 


Other Grants 


67 


74 


92 


102 


110 


116 


160 


162 


168 


186 


Other Loans 


372 


316 


296 


332 


355 


345 


367 


411 


456 


403 


Subtotal 


1,646 


1334 


1,502 


1,498 


1,620 


1310 


1,796 


2.003 


2321 


2,423 


Total Federal Aid 


15,897 


15,942 


18362 


19,952 


20,627 


21304 


23,759 


25395 


31382 


35,104 


Slate Grant Programs 


1311 


1,432 


1303 


1381 


1,719 


1,860. 


1,968 


2.125 


2,375 


2,665 


[nstitatioiul and Other Grants 


2.962 


3371 


3308 


3,978 


4,951 


5,761 


6,679 


7,485 


8333 


9,057 


Total Federal, State, and 


Iiutitutioiul Aid 


20,169 


20,745 


23373 


25311 


27397 


28325 


32.406 


35,006 


41,990 


46326 



Note* <or TabUl 

Several at the (cderaHv-aupponed programs include tmail amounta of funding from 
tourcea other than the fcaeral govemment. For example, CoileKe Work-Study 
(CWS) includea contribuliona by inatilutiona, although moat of tne funda in the 
program are federal. Perkina Loam (until 1967 called National Direct Student Loana 
or NDSL) are funded from federal artd inatitutional capital contributiona aa well aa 
collectitma from boirowera. 

The monies reported under federally tupported aid at State Student Incentive Cram 
(SSIC) expenditures are federal monies only; the state share is included under the 
‘stale grants* category. Likewise, institutional matching funds required by the 
Supplemental Educational Opportunity Grant (SEOG) program since 1989-90 are 
report e d under ‘institutional and other grants*. 

The Income Contingent Loan Program was discontinued after 1992-93. 

The Ford Direct Student Loan Prt^ram began disbursing loans in academic year 
1994-95. It includes Stafford Subsidized and Unsubsidized Loans and Patent Loans 
for Undergraduate Students (PLUS). Under this program, loans are provided 
directly to students by the federal government, using funds from the U.S. T^reasury. 
The Federal Family Education Loan Program (until 1992 'Guaranteed Student 
Loansk whidt indudes Stafford Subsidized and Unsubsidized Student Loans, PLUS, 
and Supplemental Loans for Students (SLS). relies on private sources of capitol. The 
federal government subsidizes inteiesi payments and guarantees repayment of 
defaulted loans. Amounts reported here icpiescni loan commitments rather than 
actual amounts loaned, but differences between the two are insignificant. Until SLS 
was created ^ the 19M Amendments to the Higher Education Act supplemental 
loans were provided to students under the Auxiliary Loans to Assist Students 
(ALAS) program. ALAS loans are shown on the SLS line for 1965-66 to 1986-87. The 
SLS program has been discontinued; academic year 1994-95 is the last year in which 
loans were disbursed through this program. 



Veterans Benefits are payments for postsecondaiy education and training to 
veterans and their depe^enls authorizM under Chapters 30. 31. 32, 34, 35, and 106 
of the U. S. Code. These are often referred to as ‘readjustment benefits' because 
they are designed to reacclimate veterans to civilian life. Federal contributions to 
Chapter 34, dw Veterans' Educational Assistance portion of the Poat-Korean ConfUn 
EducatiorttI Assistance Programs, were terminated in 1990. After 1990, remaining 
eligible veterans were fund^ throu^ chapter 30. 

Military expenditures for educatian ate reported for three types of progratrts; the F. 
Edward Heberi Armed Forces Health Profession Scholarship Program, Reserve 
Officers' Training Corps programi for the Air Force, Army, and Navy/Marirtes, and 
higher education tuition assistance for the active duty Anned Forces. 

The other grants category includes Higher Education Grants for Indian Students. 
Fellowships for Indian Students, American Indian Scholarships litdian Health Service 
Scholarships, National Science Foundatior^re-doctoral fellowships (minority and 
pneral graduate). National Health Service Co^ Sdiolarships National (nstituics of 
Health ptedoaoral individual awards including Nursing Kllowships. fellowships 
awarded through the Courtcil on Le^ Educatkmal Oppammity, the {acob K- favits 
Fellowship Prwranv the Paul Dou^u Teacher Schotardiip E*rogr«itv, dw Rob^ C. 
Byrd Honors SotoUrship Program, and college grants provided to volunteers in the 
/uneticorpa attd Leam and Serve Airterica nitiarul service prpgrattts. 

Other loans include antounts loaned under the Health Professions Student Loan 
Program, the Health Education Assistance Loan Progrant, and the Nursing Student 
Loan Program. 

btstitulianal awards indude, in additton to awards from the utstiiution's own funds, 
scholarships, fellowships, and trainee stipends from government and private 
programs that allow the institution to select the recipient. Data for 1993-94 and 
beyond are estinutes. 
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TABLE 2 

Aid Awarded to Postsecondary Students in Constant 1994 Dollars 



Fedetally Supported 
Prognnu 

Cenetally Available Aid 
PcD Grants 
SEOG 
S5IC 
CWS 

Perkins Loans 
Income Contingent Loans 
Ford Direct Student Loans 
(Subsidized Stafford Loans) 
(Unsubsidized Stafford Loans) 
(PLUS) 











Aademic Year 






(in Millions) 


1985-66 


1986-87 


1987-88 


1988-89 


1989-90 


1990-91 


1991-92 


1992-93 


Estimated 

1993-94 


PKliminaiy 

1994^5 


4366 


4390 


4,786 


5.477 


5370 


5,436 


6fcl99 


6.427 


5.731 


5370 


559 


533 


537 


518 


520 


501 


535 


576 


572 


546 


• 103 


97 


97. 


89 


S3 


65 


67 


74 


73 


72 


895 


839 


814 


766 


775 


806 


815 


812 


782 


749 


959 


1,018 


1,031 


1,070 


1,054 


964 


931 


928 


932 


958 


0 


0 


6 


6 


6 


6 


5 


5 


0 


0 



Family Education Loans 


12056 


12141 


14384 


14,681 


lil96 


14.028 


15.015 


15518 


21,480 


(Sub^dized Stafford Loans) 


(11360) 


(11.112) 


(11,681) 


(11.415) 


(11.108) 


(11.075) 


(11394) 


(11381) 


(14321) 


(Unsubsidized Stafford Loans) 0 


0 


0 


0 


0 


0 


0 


(336) 


(2061) 


(SLS) 


(367) 


(694) 


(2344) 


a468) 


(2143) 


(1.894) 


(2170) 


(2471) 


(3326) 


(PLUS) 


(330) 


(336) 


(559) 


(797) 


(944) 


(1,059) 


(1350) 


(1331) 


(1372) 


Subtotal 

SpcdiUy Directed Aid 


19,439 


19,219 


21354 


22606 


22306 


21.606 


23367 


24.340 


29.571 


Veterans 


1,178 


1,045 


976 


887 


923 


752 


940 


1.079 


1309 


Military 


467 


481 


447 


417 


426 


408 


422 


409 


411 


Other Grants 


92 


98 


lie 


125 


128 


130 


171 


169 


170 


Other Loans 


508 


422 


382 


407 


415 


382 


394 


428 


462 


Subtotal 


2345 


2046 


1,924 


1335 


1392 


1.672 


1.927 


2085 


2352 


Total Federal Aid 


21,684 


21,265 


23.778 


2A441 


24,098 


23.479 


25.494 


26,425 


31323 


State Grant Programs 


1,788 


1,911 


1,926 


1,936 


2008 


2059 


2112 


2212 


2408 


Iiutitutional and Other Grants 
Total FederaL State, and 


4,040 


4,496 


4378 


4373 


5,784 


6379 


7.166 


7.788 


8349 


Institutional Aid 
t lor Table 2 


27311 


27,672 


30381 


31350 


31390 


31.917 


34,772 


36.425 


42580 



Constant dollar (igum are based on data in Table 1. For an explanation ot constant dollar conversions, tee page 14. 

FIGURE 2 

Estimated Student Aid by Source for Academic 
. Year 1994-95 (Current Dollars in Millions) 



Notes to Figure 2 
Based on Tsbicl. 

'Federal Loans* includes 
Federal Family Education 
Loans and Ford Direct 
Student Loans. 'Other 
Federal Programs' In- 
cludes SSIC, Military, 
Other Grants, snd Other 
Loans. 



Institutioiul and Other Gn 
($ 94 ) 57 ) 



State Grant Programs 
($2^) 



Other Federal Programs 
(S3L496) 



Federal Pell Grants 
($5^) 



Federal Campus*Based 
($^ 286 ) 




1,712 

(1.073) 

(471) 

(168) 

22.613' 

(13.906) 

(74B9) 

(32) 

(1.637 ) 

32.221 

1390 

415 



2388 

X610 

^628 

8,929 



Total Aid Awarded 
($46^26) 



<9 
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TABLES 

Total Cost of Attendance and Income; Tuition 
and Fees 



CwTost DolUn 









Cost of Attendance 






Income 
















Disposable 






Private 


Private 


PubUc 


Public 


PubUc 


Personal 


Median 




Univetsity 


Four-Year 


University 


Four-Year 


Two-Year 


(Per Capita) 


Family 


1985-86 


11,034 


0551 


4,146 


3,637 


2,981 


12424 


27.735 


1986^ 


12478 


9,276 


4,470 


3891 


4988 


13800 


29,458 


1987-88 


13,075 


9854 


4,618 


4,250 


3,066 


13428 


30.970 


1988-69 


14,073 


10,6^ 


4,905 


4425 


3,163 


14,457 


32,191 


1989-90 


15,098 


1U75 


5,324 


4,723 


3499 


15,291 


34413 


1990-91 


1&503 


12421 


5484 


5803 


3,468 


16,173 


35453 


1991-92 


17,779 


13,169 


6,051 


5,460 


3,623 


18706 


35,939 


1992-93 


18898 


13881 


6,442 


5,740 


3,799 


17480 


36812 


1993-94 


20027 


14,702 


6,709 


6,159 


4806 


18177 


38959 


1994-95 


21,152 


15,528 


7,035 


6,454 


4,119 


18963 


N.A. 








Constant 1994 Dollars 














Cost of Attendance 






Income 
















Disposable 






Private 


Private 


PubUc 


Public 


PubUc 


Personal 


Median 




Univenily 


Four-Year 


Univenity 


Fou^Year 


Two-Year 


(Per Capita) 


Family 


1985-86 


15851 


11864 


5,655 


4,%1 


4,066 


17804 


38468 


1986-87 


16377 


12473 


5,962 


5,190 


3,986 


17,604 


39891 


1987-88 


16,749 


12,623 


5,916 


5,444 


3,928 


17,666 


48443 


1968-89 


17,239 


13,009 


6,008 


5,543 


3899 


18140 


40491 


1989-90 


17839 


13489 


6420 


5418 


3854 


18403 


48951 


1990-91 


18,273 


13432 


6,183 


5,540 


3.640 


18454 


40.120 


1991-92 


19,077 


14,152 


6,493 


5859 


3888 


18191 


39,134 


1992-93 


19,664 


14.444 


6,703 


5,973 


3,953 


18579 


38,905 


1993-94 


20,309 


14.909 


6803 


6446 


4,062 


18658 


37,937 


1994-95 


20854 


15410 


6,936 


6463 


4,061 


18,963 


N.A. 








Tuition and Fees 









Cumnt DoUan ConsUnt 1994 DoUin 





Private 


Private 


Public 


PubUc 


PubUc 


Private 


Private 


Public 


PubUc 


Public 




University 


Four-Year 


Univenity 


Four-Year 


Two-Year 


Univenity 


Fbui^Year 


Univenity 


Four-Year 


Two-Year 


1985-86 


7474 


5,641 


1436 


1,157 


641 


18056 


7.694 


4095 


1478 


874 


1986-87 


8116 


6,171 


1,^1 


U48 


660 


18828 


8231 


2402 


1,665 


880 


1987-88 


8771 


6,574 


1.726 


1,407 


706 


11436 


8421 


2411 


1802 


904 


1988-69 


9,451 


7,172 


1,846 


1415 


.730 


11477 


8785 


4261 


1856 


894 


1989-90 


10448 


7,778 


4035 


1,608 


756 


12889 


9,087 


4377 


1879 


883 


1990-91 


11479 


8489 


2,159 


1,707 


824 


14599 


9.289 


4391 


1.890 


912 


1991-92 


12,192 


9,053 


2,410 


1,933 


937 


13882 


9,714 


4586 


4074 


1805 


1992-93 


13,055 


9433 


2,604 


2,192 


1825 


13484 


9,920 


4710 


4281 


1,067 


1993-94 


13812 


18151 


2822 


2468 


1,114 


14,006 


10494 


2862 


4401 


1,130 


1994-95 


14,693 


18798 


2,990 


2409 


1,161 


14,486 


18646 


4948 


4474 


1.145 



NotMfMT*bl*3 

Qwt oi •ttmdincv include* tuition, (m*. end zoom and board co«t*. Four- 
year institution* otter undersraduaie program* only; univenities otfer 
graduate a* «veU a* undergraduate programs. 

Begiiuuzrg in 1986-67 board data aie baaed on 20 meals w week, rather 
than on meal* served 7 days a week. Thus, they are hitter but reflect a 
more accurate accounting ol total board cost*. Data lor 1994-95 are 



prelitrtittaty. Note that these averages apply to undergraduate costs ottly, 
and are weighted by enn^lment to reflect average cost to the student 
rather than average charge by die institution. 

Income data are for the calendar year in which the academic year begins. 
N.A. - Not Available. 
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TABLE 4 

Number of Recipients and Aid Per Recipient 
(in Current and Constant 1994 Dollars) 



Federal Pell Grant Progmn Federal SEOG Program 





Recipients 


Aid per Recipient 


Recipients 


Aid per Recipient 




Number 


Current 


Constant 


Number 


Current 


Constant 




(000) 


DolUrs 


Dollars 


(000) 


Dollars 


Dollars 


1985-B6 


2^13 


U66 


1,729 


686 


598 


815 


1986-87 


2.660 


1394 


1,726 


631 


633 


844 


1987-88 


2382 


1397 


1,661 


635 


659 


845 ■ 


1988-89 


3,198 


1398 


1,712 


679 


622 


762 


1989-90 


3322 


1,435 


1,677 


728 


612 


715 


1990-91 


3,4(5 


1,442 


1397 


761 


595 


659 


1991-92 


3k781 


1328 


1,640 


681 


565 


607 


1992-93 


4,177 


1,479 


1,539 


976 


567 


590 


1993-94 


1743 


1310 


1331 


1,068 


529 


536 


1994-95 


1717 


1320 


1,499 


991 


559 


551 






Federal CWS Program 




Federal Pokins Loan Program 




Recipients 


Aid per Recipient 


Redpienb 


AidperRedpient 




Number 


Current 


Constant 


Number 


Current 


Constant 




(000) 


DoUus 


Dollars 


(000) 


Dollars 


Dollars 


1985-86 


• 728 


901 


1,228 


701 


1,003 


1368 


1986-87 


690 


912 


1317 


716 


1,067 


1,423 


1987-88 


686 


926 


1,187 


674 


1,195 


1,531 


1988-89 


673 


930 


1,139 


692 


1363 


1346 


1989-90 


677 


980 


1,145 


6% 


1,297 


1,515 


1990-91 


687 


1,059 


1,172 


660 


1318 


1,460 


1991-92 


697 


1,090 


1,169 


654 


1326 


1,423 


1992-93 


714 


1,092 


1,136 


669 


1333 


1387 


1993-94 


712 


1,084 


1,099 


685 


1,342 


1360 


1994-95 


713 


1,066 


1351 


724 


1343 


1324 




Stile Grant and SSIG Programs 










Recipients 


Aid per Recipient 










Number ' 


Current 


Constant 










(000) 


DoUirs 


Dollars 








1985-86 


1383 


876 


1,195 








1986^7 


1,531 


983 


1311 








1987-88 


1354 


1,016 


1302 








1988-89 


1371 


1,052 


1388 








1989-90 


1,605 


1,115 


1303 








1990-91 


1,673 


1,147 


1370 








1991-92 


1352 


1329 


1,319 








1992-93 


1,739 


1,263 


1315 








1993-94 


1359 


1317 


1,335 








1994-95 


1,957 


1399 


1380 
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TABLE 4 (continued) 

Number of Loans and Amount per Loan 
(in Current and Constant 1994 Dollars) 



Federal Family Education Loan Program 



Stafford Subsidized Stafford Uttsubiidized 





Loans 


Amount per Loan 


Loans 


Amount per Loan 




Number 


Current 


Constant 


Number 


Current 


Constant 




(000) - 


Dollars 


DoUan 


(000) 


DoUan 


DoUan 


198S^ 


3,536 


i355 


3,212 


N/A 


N/A 


N/A 


1986-87 


3i499 


i381 


3,175 


N/A 


N/A 


N/A 


1987-88 


3,595 


2,537 


3,250 


N/A 


N/A 


N/A 


198»-89 


3,626 


2,570 


3,148 


N/A 


N/A 


N/A 


1989-90 


3,619 


i627 


3,070 


N/A 


N/A 


N/A 


1990-91 


3,689 


i712 


3,002 


N/A 


N/A 


N/A 


1991-92 


3,889 


vm 


3981 


N/A 


N/A 


N/A 


1992-93 


3,883 


ti\7 


3931 


159 


3035 


3118 


1993-94 


4,527 


3,120 


3,163 


751 


3708 


3746 


1994-95 


4,257 


3313 


3367 


1,954 


3653 


3602 






PLUS 






SLS 






Loans 


Amount per Loan 


Loaiu 


Amount per Loan 




Number 


Current 


Constant 


Number 


Current 


Constant 




(000) 


Dollars 


Dollars 


(000) 


DoUan ' 


DoUan 


1985-86 


91 


^650 


3,615 


102 


3638 


3598 


1986-87 


91 


2,761 


3,683 


191 


3724 


3633 


1987-88 


147 


2,966 


3,799 


629 


3907 


3724 


1988-89 


212 


3,075 


3,766 


757 


3662 


3,261 


1989-90 


257 


3,140 


3369 


670 


3738 


3,198 


1990-91 


298 


3313 


3358 


601 


3847 


3,152 


1991-92 


356 


3370 


3309 


690 


3932 


3,147 


1992-93 


388 


3300 


3434 


761 


3,120 


3246 


199J^ 


342 


4331 


4395 


885 


3,930 


3,985 


1994-95 


321 


5,178 


5,105 


10 


3337 


3,290 




Ford Direct Student Loan Program 












Stafford Subsidized 






Stafford Unsubsidized 






Loans 


Amount per Loan 


Loans 


Amount per Loan 




Number 


Current 


Constant 


Number 


Current 


Coiutant 




(000) 


Dollars 


DoUatt 


(000) 


DoUan 


DoUan 


1994-95 


294 


3,701 


3,649 


132 


3,617 


3,566 






PLUS 












Loans 


Amount per Loan 










Number 


Current 


Constant 










(000) 


DoUan 


Dollars 








1994-95 


30 


5,749 


5,668 









Notts for TaMt 4 

The number of 1994-4S icdpienis of SSIC and tUie panU la eatimaud. 
Because the Department of Education reports the number of loam in the 
Federal Family Education and Ford Direct Studeitt Loan ptopams rather 
than the nunwer of redpienis. artd because a student may receive irtote 
than arte loan from dtese progranu in a given year, we rep^ the number 
of loans. 



1994-9S Is the last year of the SLS pio pa m and the first year loans were 
made by the Ford Direct Student Lam Propam. 

The tuimbert of loatu in SLS and PLUS progranu In 198S-B6 had to be 
estimaied from fiscal year data. 

N.A. - Not Apfriicable. 
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TABLES 

Percentage Distribution of Aid from the Federal Pell, 
Campus-Based, and Family Education Loan Programs 
By Type of InsHtuHon, 1985-86 to 1993-94 

Academic Yen 



Estiiiuted 



Federal Pell Program 


1985-86 


1986-87 


1987-^ 


1988-69 


1989^ 


1990-91 


1991-92 


1992-93 


1993-94 


Public Institutions 


55£ 


54.4 


533 


553 


56.9 


58.1 


59.8 


62.0 


65.9 


Two-Year 


(18J) 


(18.7) 


(183) 


(19.7) 


(21.1) 


(22.6) 


(243) 


(25.7) 


(30.0) 


Four-Year 


07Si) 


(35.7) 


(348) 


(35.6) 


(358) 


(353) 


(353) 


(36.3) 


(35.9) 


Private Institutions 


22.0 


208 


201 


203 


208 


198 


19.6 


193 


168 


Proprietary Institutions 


2U 


248 


26.6 


243 


23.1 


22.1 


20.7 


183 


153 


Total 


100.0 


100.0 


100.0 


WOO 


100.0 


1008 


WOO 


100.0 


WOO 


Federal Campus- 


















Estimated 


Based Programs 


1985-86 


1986-87 


1987-88 


1988-89 


1989-90 


1990-91 


1991-92 


1992-93 


1993-94 


Public Institutions 


51.4 


513 


508 


51.1 


503 


50.0 


493 


49.1 


49.6 


Two-Year 


(9J) 


(9.7) 


(9.0) 


(8.9) 


(88) 


(93) 


(93) 


(9.7) 


(9.6) 


Four-Year 


(41.6) 


(41.8) 


(41.8) 


(42.1) 


(41.4) 


(40.8) 


(40.2) 


(39.4) 


(40.0) 


Private Institutions 


43J 


42.9 


43.4 


438 


443 


44.7 


45.0 


453 


453 


Proprietary Institutions 


53 


5.6 


5.8 


53 


5.4 


53 


53 


53 


5.1 


• Total 


100.0 


100.0 


Tooio 


WOO 


100.0 


WOO 


WOO 


1008 


WOO 










Fiscal Year 










FFH. Stafford Subsidized 


















Estimated 


Program 


1985 


1986 


1987 


1988 


1989 


1990 


1991 


1992 


1993 


Public institutions 


45.7 


42.1 


35.1 


36.4 


378 


423 


45.9 


483 


523 


Two-Year 


(8.5) 


(11.4) 


(8.0) 


(58) 


(5.7) 


(58) 


(63) 


(6.4) 


(63) 


Four-Year 


(373) 


(30.7) 


(27.1) 


(30.6) 


(32.1) 


(36.4) 


(39.6) 


(41.9) 


(463) 


Private institutions 


32.0 


303 


308 


33.7 


33.9 


363 


373 


38.0 


37.6 


Proprietary Institutions 


223 


27.6 


34.9 


29.9 


273 


21.6 


168 


13.7 


9.9 


Total 


Tooo 


1000 


1008 


WOO 


1008 


WOO 


WOO 


WOO 


1008 




















Estirruted 


FFH. PLUS Program 


1985 


1986 


1987 


1988 


1989 


1990 


1991 


1992 


1993 


Public Institutions 


353 


37.6 


378 


423 


428 


44.7 


46.4 


473 


41.4 


Two-Year 


(33) 


(33) 


(3.4) 


(4.1) 


(3.4) 


(3.4) 


(3.6) 


(3.7) 


(2.9) 


Four-Year 


(323) 


(34.4) 


(343) 


(38.4) 


(39.4) 


(413) 


(42.8) 


(438) 


(383) 


Private institutions 


483 


413 


33.9 


30.9 


31.4 


33.5 


353 


36.1 


411 


Proprietary Institutions 


163 


213 


283 


268 


258 


218 


18.4 


16.4 


163 


Total 


100.0 


1008 


100.0 


WOO 


1008 


WOO 


looo 


W08 


100.0 




















Estimated 


FFELSLS Program 


1985 


1986 


1987 


1988 


1989 


1990 


1991 


1992 


1993 


Public Institutions 


24.9 


25.7 


17.7 


153 


15.9 


233 


288 


34.0 


323 


Two-Year 


(13) 


(13) 


(3.0) 


(38) 


(33) 


(38) 


(43) 


(5.6) 


(43) 


Four-Year 


(23,7) 


(243) 


(14.7) 


(11.7) 


(12.6) 


(19.7) 


(243) 


(28.4) 


(28.0) 


Private Institutions 


69.8 


66.1 


323 


238 


24.9 


36.1 


41.9 


42.1 


49.1 


Proprietary Institutions 


53 


83 


50.1 


613 


593 


40.4 


293 


23.9 


18.4 


Total 


looo 


looo 


looo 


W08 


1008 


W08 


WOO 


WOO 


W08 



Note* (or TabU S 

In this table, "(our-yeat' indudn nonprofit institutions offering badwlors FFELP distributions were only available for fiscal, not academic, years and 

and/or graduate degrees, n'wo-ycar’ includes non-profit inshtutiocts of are based on a sample of borrowers for each year. Comparable stadslics 

any other program length from six months to three years. 'Propnetary* for the entire population are nm available, 

rrfm to private for-profil instituiions. 
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TABLE 6 

Grants, Loans, and Work in Current and Constant 1994 
Dollars (in Millions) and as a Percentage of Total Aid 

Current Dollars 























Estunated 


Grants 
Loans 
Work 
Total Aid 


198S-86 

9399 

9,914 

656 


1986-87 
9,934 
10,182 
^ 


1987-88 

10,745 

12,493 

635 


1988-89 

11,691 

13,195 

625 


1989-«) 

13.219 

13,414 

663 


1990-91 

14.208 

13,890 

m 


1991^2 

16k413 

15,232 

760 


1992-^3 

16304 

16i222 

780 


1993-94 

16,662 

22,557 

771 


1994-95 

20,016 

26.050 

760 


20,169 


20,745 


23373 


25311 


27397 


28325 


32,406 


35306 


41,990 


46,826 












Constant 1994 Dollars 






























Estimated 


Grants 

Loans 

Work 


198S-B6 

13,093 

13323 

895 


1986-87 

13,251 

13381 

839 


1987-88 

U764 

16304 

814 


1988-89 

14320 

16,163 

766 


1989-90 

15,444 

15,672 

775 


1990-91 

15,732 

15380 

806 


1991^ 

17,612 

16,345 

815 


1992-^3 

1&734 

16379 

612 


1993-94 

16.924 

22,874 

782 


1994-95 

19,734 

25,684 

749 


Total Aid 


27311 


27,672 


30381 


31350 


31390 


31,917 


34,772 


36,425 


42,580 


46,167 












Percentage 






























Estimated 


Grants 

Loans 

Work 


1965-46 

48 

49 

3 


1986-87 

48 

49 

3 


1987-88 

45 

52 

3 


1988-89 

46 

52 

2 


1989^ 

48 

49 

2 


1990-91 

49 

48 

3 


1991^2 

51 

47 

2 


1992-^3 

51 

46 

2 


1993-94 

44 

54 

2 


1994-95 

43 

56 

2 


Total Aid 


100 


100 


100 


100 


100 


100 


100 


100 


100 


100 



Notes for Tabic 6 

Based on data trom Tables 1 and 2. 

The category "grants" includes Pell Grants, SEOG, SSIC, Veterans 
Benefits, Military enpendirures, Other Grants, Stale Grant Programs, and 
Institubonal and Other Grants. "Loans" indudes all temaming programs 
except CWS, which makes up the "wctk" component 



Notes for Table 7 

The 1992 Reauihoriiation of the Higher Education Act eliminated the 

percent cap on college costs beginning in 199M4, ^ 

N.A. - Not Available 
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TABLE 7 

Description of Federal Pell Grant Awards 



Year 


from 1973-74 to 1994-95 

Authorized Maximum Awards Actual Maximum Awards 

Current Constant Current Constant 


Actual Minimum Awards 
Current Constant 


Percent Cap 


Percent of 
Recipients 


Dollars 


DoUan 


Dollars 


Dollars 


Dollars 


Dollars 


oncosts 


Independent 


1975-74 


1,400 


4,342 


452 


1,402 


50 


176 


50 


133 


1974-75 


1,400 


3,907 


1,050 


2.930 


50 


140 


50 


21.9 


1975-76 


1,400 


5649 


1,400 


3,649 


200 


521 


5o 


29.8 


1976-77 


1,400 


1447 


' 1,400 


3,447 


200 


492 


50 


383 


1977-78 


1,800 


• 4,154 


1,400 


3,231 


200 


462 


50 


383 


1978-79 


1,800 


3,798 


1,600 


1376 


50 


106 


50 


36.7 • 


1979-80 


1,800 


1352 


1,800 


1352 


200 


372 


50 


33.8 


1980-81 


1,800 


3,083 


1,750 


2.997 


150 


. 257 


50 


40.6 


1981-82 


1,900 


2.995 


1,670 


2.633 


120 


189 


50 


41.9 


1982-83 


2,100 


1175 


1,800 


2.721 


50 


76 


50 


45.9 


1985-84 


2,300 


3,354 


1,600 


2.625 


200 


292 


50 


473 


1984-85 


2,500 


3,508 


1,900 


2.666 


200 


281 


50 


48.6 


1985-86 


2,600 


1546 


2,100 


2.864 


200 


273 


60 


50.4 


1986-87 


2,600 


1468 


2,100 


2.801 


100 


133 


60 


53.9 


1987-88 


2,300 


2.946 


2.100 


2.690 


200 


256 


60 


57.5 


1988-89 


2,500 


1062 


2.200 


2.695 


200 


245 


60 


57.9 


1989-90 


2.700 


1154 


2JOO 


2.687 


200 


234 


60 


59.0 


1990-91 


Z900 


3,211 


X3O0 


2,547 


100 


111 


60 


61.1 


1991-92 


3^100 


3,326 


2.400 


2375 


200 


215 


60 


613 


1992-93 


3,100 


3,226 


2,400 


2.497 


200 


206 


60 


62.1 


1993-94 


3,700 


3,752 


2JOO 


2332 


400 


406 




593 


1994-95 


3,900 


1845 


2,300 


2.268 


400 


394 


- 


N.A. 



FIGURE 3 

The Maximum Pell Grant as a Share of Cost of Attendance 
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TABLE A 

Aid Awarded to Postsecondary Students in Current Dollars 
(in Millions), Selected Years 1963-64 to 1984-65 
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4,062 


S ^ 2 ^ ^ 1 1 




g S & S !S[g 
— V 1 S 


357 

200 

19 

295 

440 

1,298 


1 


50 

189 

0 

2% 

433 

1,139 

2,107 


g g s a si^ 

o/ 1 


°5°2S5|| 


g g fi ft ft 1 g 


= 3 = gS§|| 




0 

134 

0 

227 

241 

1,015 


499 

1.121 

64 

16 

42 

1,742 


0 

0 

0 

0 

114 

0 

"iM 


0 

67 

42 

9 

0 

117 



S § 



« g I 



I 



IS 

8^ 



I § i 






c la < 

-Ill'll I I 

iiiiii I 1 



8 

I JfS 

1 S I 

£ -g c Co 

e c cj C X 

C It “SB 

1 1' 



AO 



I 

|6 



■ I 

|ll 

m 



Iv 




ERIC 



S» not« » T*k I lor further dcuih. 





TABLE B 

Aid Awarded to Poslsecondary Students in Constant 1994 Dollars 
(in Millions), Selected Years 1963-64 to 1984-85 
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NOTES & 
SOURCES 



Acronyms 

CWS - Federal College Work Study 
FFELP ■ Federal Family Education Loan 
Program 

iCL - Income Contingent Loan Program 
FDSLP • William D. Ford Direct Student Loan 
Program 

PLUS - Parent Loans to Undergraduate 
Students 

SEOC - Federal Supplemental Educational 
Opportunity Grant 

SLS ” Supplemental Loans for Students 
SSIG - State Student Incentive Grant 

Definitions 

Academic Year. July 1 to June 30 
Calendar year ' January 1 to December 31 
Fiscal year October 1 to September 30 

General Notes 

^ Details may not add to totals due to rounding. 

^ Aid is reported by the academic year in which it is 
awarded. When necessary, fiscal year data are 
converted to the academic year equivalents by 
reassigning the July through September 
expenditures. 

^ For a more detailed description of the programs 
and past trends, see Trends in Student Aid: 1963 to 
1983. 

A Note on Constant Dollar Conversion 

The Consumer Price Index for all urban dwellers (the 
CPl-U) is used to adjust for inflation. Calendar, fiscal 
and academic year CPI's were used as appropriate. 
The base year used for constant dollar conversions in 
this publication is 1994, the latest year available. 

Formula for Constant Dollar Coniwrsion; 

Constant (base year) Dollars - 

CPI for the 

Current year dollars x base year 

CPI for the 
current year 



Consumer Price Indexes (1982-84-100) 

Calendar year CTU Academic Year CPIs 



1985 


107.5 


1985-86 


. 106.8 


1986 


109.6 


1986-87 


111.2 


1987 


113.6 


1987-88 


115.8 


1988 


118.3 


1988-89 


121.1 


1989 


124.0 


1989-90* 


127.0 


1990 


130.7 


1990-91 


134.0 


1991 


136.3 


1991-92 


138.3 


1992 


140.4 


1992-93 


142.6 


1993 


144.1 


1993-94 


146.5 


1994 


148.4 


1994-95 


150.5 



SOURCES 

Tables WJSjb. and 7: 

Campus-Based Aid (CWS. Perl:fns, and SEOG) 

1994 . 95 ; unpublished data and estimates from the 
Office of Student Financial Assistance, U.S. 
Department of Education. 

1985- 86 to 1993-94: Office of Student Financial 
Assistance, U.S. Department of Education, Campus- 
Based Programs Annual Reports and Distribution of 
Awards in the Campus-Based Program Reports. 

Federal Family Education Loan and 
Ford Direct Student Loan Programs 

Unpublished data from the Office of Student 
Financial Assistance, U.S. Department of Education. 

Institutional and Other Aid 

1992-93 to 1994-95: Estimated by the College Board. 

1986- 87 to 1991-92: unpublished data from the 
National Center for Education Statistics. 

1985-86: National Center for Education Statistics. 
U.S. Department of Education. Digest of Education 
Statistics. 1991. Table 299. p. 303, with modification. 
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Militan/ 

F. Edward Hebert Armed Forces Health Profession 
Scholarship amounts were obtamed from the Office 
of the Assistant Secretary for Defense (Health 
Affairs). ROTC program data were obtained 
separately from the Air Force, Army, and Navy 
program offices. The Education Policy Directorate of 
the Office of the Secretary of Defense provided 
Armed Forces tuition assistance amounts. 

Other Grants and Loans 

• 

The data were collected through conversations and 
correspondence with the officials of the agencies that 
sponsor the programs. 

Pell 

Office of Student Financial Assistance, U.S. 
Department of Education, Pell Grants End of Year 
Reports and Basic Grant Institutional Agreement and 
Authorization Reports. 

SSIG and State Grant Programs 

1994-95: Preliminary figures reported by 20 states 
with largest grant appropriations. Figures for 
remaining 30 states, the District of Columbia, and 
Puerto Rico estimated by the College Board. 

1985-86 to 1993-94: 18th through 25th Annual Survey 
Reports of the National. Association of State 
Scholarship and Grant Programs. 

Veterans Ben^ts 

Benefits Program series (aimual publication for each 
fiscal year). Office of Budget and Finance, U.S. 
Veterans Administration and unpublished data from 
the same agency. 



Table 3 

Cost of Attendance Data 

1994-95: Cost estimates were generated by applying 
the sectoral cost increases between 1993-94 and 
1994-95 found in the 1994 College Board Annual Survey 
of Colleges to the 1993-94 costs reported by the 
National Center for Educational Statistics. 

1985-85 through 1993-94: National Center for 
Education Statistics, U.S. Department of Education. 
Digest of Education Statistics. 1994: Table 304, pp. 
311-312. 

Income Data 

Median Family Income from Bureau of the Census, 
U.S. Department of Commerce, Current Population 
Reports, Series P*60, and information provided by the 
income section of that Department. 

Disposable Personal Income, Per Capita from the 
Bureau of Economic Analysis, U.S. Department of 
Commerce, National Income and Wealth Divisiorv 
Survey of Current Business. 

Consumer Price Index: 

The Consumer Price Index (CPI) for current and past 
years is from the Bureau of Labor Statistics. U.S. 
Department of Labor, unpublished compilation of 
monthly CPIs since 1949. Forecasts of the CPI are 
from the Congressional Budget office. 
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Chairman McKeon. Ms. Schenet 

STATEMENT OF MARGOT SCHENET, SPECIALIST IN SOCIAL 
LEGISLATION, CONGRESSIONAL RESEARCH SERVICE 

Ms. Schenet. Thank you, Mr. Chairman. My name is Margot 
Schenet, and I’m a specialist in social legislation at CRS. I appre- 
ciate the opportunity to appear before the subcommittee to testify 
about postsecondary enrollment and student aid based on a memo 
that I also prepared on the subject. I would also like to acknowl- 
edge the other CRS staff who helped in this memorandum and the 
presentation, Rick Apling, Laura Monagle and Liane White. 

My purpose in this testimony is to provide a snapshot of enroll- 
ment and student aid to answer questions about where students go 
to school and who gets student aid. It’s taken from a nation^ sur- 
vey that was conducted in 1992-1993. This is the most current, 
complete information we have on a national level that is available, 
but as a result it does not reflect the changes that took place in 
the 1992 reauthorization of the Higher Education Act. 

'Turning first to the question of where students go to school, the 
first chart illustrates why we use the term postsecondary education 
as opposed to higher education, since half of all undergraduates are 
going to institutions that would be considered non-traditionaJ, that 
is, they are not going to four-year colleges and universities. Fifty- 
five percent of undergraduates are going to community colleges, 
proprietary schools and other less than four-year schools. Only 14 
percent are attending the private, independent colleges and univer- 
sities. 

I might also note that undergraduates are non-traditional in a 
number of other ways. If we think of traditional students as those 
who ^aduate from high school in the spring, then enroll in a 
school in the fall, are dependent on their parents for financi^ sup- 
port, and attend full time, then many undergraduates don’t fit the 
picture. Overall, 52 percent of undergraduates were independent of 
their parents, 63 percent were older than typical, 6 percent did not 
even have a high school diploma, and 54 percent attended part 
time. 

_ Postsecondary enrollment patterns also varied with income, par- 
ticularly, for dependent students. We divided the students, the de- 
pendent students, into four income categories, the lowest, those 
with family incomes below $15,000, and then two middle-income 
categories, and then the highest with incomes, family incomes 
above $50,000. 

Chart two shows the variations in enrollment for these different 
^oups of dependent students. One interesting thing is that middle- 
income dependent students, those in families with incomes between 
$25,000 and $50,000, were more likely to go to community colleges 
than their wealthier counterparts, and, indeed, somewhat more 
likely than the lowest income students to go to those schools. 'This 
is in part because the lowest income students were the most likely 
to be attending the proprietary institutions. 

A second question concerns who gets student aid and from what 
sources. This includes any aid, regardless of source. Federal stu- 
dent aid, which is mostly authorized under Title IV of the Higher 
Education Act, State aid, and then institutional aid, by which we 
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mean aid that’s provided by the school the student attends, either 
through cash awards or through tuition discounting. 

Chart three shows first that fewer than half of all undergradu- 
ates, 41 percent, received any aid at all to attend a postseconda^ 
institution, and only about a third received Federal student aid. 
Smaller percentages, 10 and 12 percent respectively, received any 
State or institutional aid. 

I might note here that attendance data is particularly important 
in explaining this pattern and the fact that only a third of the stu- 
dents are receiving Federal aid. If you look only at full-time stu- 
dents, 47 percent of the fall-time students received Federal aid, 
and only 19 percent of the part-time students did. 

Chart three also shows the proportion of students in different 
kinds of institutions that received aid. Community college students 
were the least likely to receive aid of any kind, and the least likely 
to receive Federal aid. Proprietary school students were the most 
likely to receive aid and the most likely to receive Federal aid. 

Institutional aid is primarily a phenomenon of the private, inde- 
pendent sector of postsecondaiy education. Thirty-seven percent of 
the students who attended private, independent colleges and uni- 
versities received aid from their school, whereas, only 14 percent 
in public colleges received aid from the school, and less than 5 per- 
cent of those in community colleges and proprietary schools re- 
ceived aid from the school. 

The next chart examines more closely the receipt of Federal md, 
most of which is authorized under Title IV of the Higher Education 
Act, and it’s based both on financial need and also on the cost of 
attendance. 

Chart four was an attempt to illustrate how those two factors 
interact in the delivery of Federal student aid. In this case, the 
data is only for full-time dependent students, classified both by the 
type of institution they attend and their income levels. The income 
levels go across the chart from right to left, decreasing in income, 
whereas, the type of schools, we’ve arrayed them from the least ex- 
pensive type of school, the community college on the bottom, to the 
most expensive type of school, the four-year private, independent 
colleges on the top. 

Overall, the lower income and the more expensive the school the 
greater the likelihood of getting Federal aid. If you look at the 
upper left comer of the chart, you see that 90 percent of the lowest 
income students attending the most expensive schools receive Fed- 
eral aid. In contrast, at the bottom right-hand comer only 3 per- 
cent of the students with family incomes above $50,000 attending 
the least expensive schools, community colleges, receive Federal 
aid. So, it gives you an illustration of how the two factors interact. 

Finally, the last chart presents some information about the reli- 
ance on loans for recipients of aid. In that chart, what we looked 
at what just those students who are receiving aid, not all under- 
graduates, and we were examining the extent to which loans are 
a part of the aid package overall, and depending on the type of 
school attended. 

Overall, approximately 40 percent of aid recipients had a loan as 
part of their package. Nine percent had a loan only, while 31 per- 
cent had a loan in combination with other types of aid. The proper- 
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tion of aid recipients with loans was greatest at proprietary 
schools, however, almost half of aid recipients had loans at every 
type of school except community colleges. 

1 would expect that the pattern of difference between types of 
schools continues to be similar today, what has probably changed 
because of the changes in 1992, is that more students are receiving 
loans overall than in the past. If we look just at need-based loans, 
that is, the subsidized Stafford loans, I would expect these patterns 
are relatively similar today to what they were back then. One of 
the big changes, as Mr. Childers mentioned, was the creation of the 
unsubsidized Stafford loans in 1992. 

Additional descriptive information from the survey is included in 
my memorandum on postsecondary enrollment and student aid, 
and rd be happy to answer any questions. 

[The prepared statement of Ms. Schenet follows:] 
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Margot A. Schenet 
Specialist in Social Legislation 
Education and Public Welfare Division 
Congressional Research Service 
April 23, 1996 

Thank you, Mr. Chairman. My name is Margot Schenet, and I'm a specialist in 
social legislation at the Congressional Research Service (CRS). I appreciate Lhe 
cppcrrunity to appear before you and other members of the Subcommittee on 
Postsecondary Education, Training and Life-Long Learning to present information about 
postsecondary enrollment and student aid. My testimony is based on a memorandum on 
this subject that I also prepared and which I have included as an appendix to my written 
testimony. I would like to acknowledge the other CRS staff who contributed to the 
memorandum and this presentation - Rick Apling, Laura Monagle, and Liane White. 

My purpose in this testimony is to provide a "snapshot" of enrollment and student aid 
to answer questions about where postsecondary students go to school and who gets student 
aid. The information is taken from a national survey of postsecondary students conducted 
in die 1992-93 academic year by the U.S. Department of Education. Unfortunately, this 
is the most current source of information available on the characteristics of students and 
multiple sources of aid. It should be noted, as a result, diat the information does not 
reflect changes that have taken place in federal student aid programs since that time. The 
picture presented here is also limited to undergraduate students only. 

Turning first to the question of where students go to school, the first chart illustrates 
why the term postsecondary education has come to replace "higher" education, since fewer 
than half of all undergraduates are enrolled in traditional institutions of higher education, 
that is, in public and private colleges and universities offering at least a baccalaureate 
degree. Approximately 55% of undergraduate students were enrolled in community 
colleges, proprietary schools, and other less-than-4-year instimtions. Only 14% attended 
private, independent colleges and universities. 

I might also note that imdergraduates are nontraditional in other ways than the type 
of school they attended. If we think of the traditional student as someone who graduates 
from high school in the spring, enrolls in a postsecondary institution in the fall of the same 
year, attends full-time, and is dependent on his/her family for financial support, many 
undergraduates in 1992-93 did not correspond to this piemre. Overall, 52% of 
undergraduates were independent, 63% were older than typical, 6% did not have a high 
school diploma, and 54% attended partdme. Community colleges enrolled large 
percentages of students who could be considered nontraditional according to any one of 
these criteria. Of course, many students may fall into more than one of these 
"nontraditional" categories. 
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Where Undergraduates Go To School 



62 





Source: NPSAS 92/93 data 
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Posisecondary enrollment patterns also varied with income, particularly for dependent 
students. In the case of dependent students, the income referred to is family income. The 
dependent students were divided into 4 income categories: those with family incomes of 
less than $15,000 — the lowest income group; two middle-income groups — those with 
family incomes from $15,000 to $24,999, <uid from $25,000 to $49,999; and those from 
families with incomes of $50,000 or more. For comparison, the poverty threshold for 
a family of 4 in 1992 was $14,355; median family income in that year was $36,812. 

Chart 2 shows the variations in enrollment for these different groups of dependent 
students. Middle-income dependent students (those with family incomes between $25,000 
and $50,000) were more likely to go to community colleges than their wealthier 
counterparts (46% to 24%) and indeed somewhat more likely than the lowest income 
students (46% to 31%) to attend such schools. The lowest income students were more 
likely than any other income group to attend proprietary schools (12.5% versus 7% or less 
for the other income categories.) A higher percentage of dependent students in the highest 
income group (24%) attended private, independent colleges and universities than was true 
for other categories of dependent students; in fact, they were twice as likely as middle 
income dependent students to do so. 

Enrollment patterns for independent students showed less variation by income; 
regardless of income, more independent students were likely to be enrolled in community 
colleges. 
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Chart 2: 

Where Low-Income and Other Dependent Students 

Go To School 
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The second question concerns who gets student aid, and from what sources. This 
includes which undergraduates got aid from any source, and then, by source: federal aid, 
which is primarily aid authorized by title IV of the Higher Education Act (HEA); state 
aid, and institutional aid, which includes not only cash awards or scholarships, but also 
discounted tuition and fees. The 1992 amendments to the HEA changed the formulas for 
determining need, and established a new non need-based loan program. While the 
percentages have doubtless changed as a result, the patterns found in these data, 
particularly for need-based aid, are unlikely to have changed significantly. 

Chart 3 shows first, that fewer than half of all undergraduates (41%) received any 
aid at all to attend a postsecondary institution. About a third (32%) of the undergraduate 
students in 1992-93 received federal while similar, small percentages (10% and 12%) 
received any state or institutiona] aid, respectively. We should note that attendance status 
is particularly in^ortant in whether students received aid. Part-time students were less 
likely to receive aid, regardless of the source. For example, 47% of full-time students 
received federal aid, but only 19% of part-time students did so. 

Chart 3 also shows the proportion of students in diifferent kinds of institutions that 
received aid from these various sources. Community college students were less likely to 
receive any aid than students in other types of schools and also less likely to receive 
federal aid. Proprietary school students were the most likely to receive aid from any 
source and also the most likely to receive federal aid — 68% of proprietary school students 
received federal aid compared to 20% of community college students. Students attending 
private, independent colleges and universities were most likely to receive institutiona] aid 
— 37% of students attending these schools received aid from the school compared to 14% 
of those at public colleges and universities and less than 5 % of those students attending 
community colleges or proprietary schools.. Institutional aid is primarily a phenomena of 
the private, independent sector of postsecondary education. 
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Chart 3: 

Percentage of Undergraduates Who Were Awarded 
Aid, by Source of Aid and Type of Institution 
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The next chart examines more closely the receipt of federal aid, most of which is 
authorized under title IV of the HEA and is based on fmancial need. The title IV formulas 
that determine need and size of awards take into account both the financial circumstances 
of the students and their parents (in the case of dependent students) and the cost of 
attendance. Chart 4 illustrates the results of that interaction. In this case, the data are for 
full-time, dependent students, classified by the type of institution they attended, and their 
income levels. The type of institution can be considered a rough proxy of cost?, with 
community colleges the least expensive ins tUu Lions, public colleges and universities next 
higher in costs, then proprietary schools, and most expensive — the private, independent 
colleges and universities. 

As the chan indicates, for students at each type of school, the likelihood of getting 
federal aid increased as income decreased. Conversely, within each income category, the 
likelihood of getting aid generally increased as costs rose, although proprietary schools 
were something of an exception, with more of their students in the highest income range 
getting aid than si mil a r students at private, independent colleges and universities. Overall, 
the lower the income and the more expensive the school, the greater the likelihood of 
receiving federal aid: if you look at the upper left comer of the chan, 90% of the lowest 
income dependent students attending private, 4-year schools fulltime received federal aid, 
compared to the lower right comer, where only 3% of students with incomes above 
$50,000 attending community colleges received federal aid. This chart also illustrates 
other consequences of combining fmancial need and cost in awarding aid - for example, 
the lowest income students at the least expensive schools, and those students from middle- 
income families attending private, independent colleges had about the same chance of 
receiving federal aid (68% versus 71% respectively). 



Chart 4: 

Percentage of Full-time, Dependent Students Receiving 
Federal Aid, by Income and Type of Institution 
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Finally, the last chart presents some information about the reliance on loans for 
recipients of any student aid. Generally, aid can be divided into three types -- grants 
(which do not need to be repaid), loans, and work-study. For purposes of this chart, only 
those students receiving any aid were included. For aided undergraduates, the chart shows 
the extent to which loans were a part of the aid package overall, and depending on the 
type of school attended. Overall, approximately 40% of aid recipients had a loan as part 
of the package — 9% had a loan only, and 3 1 % had a loan in combination with other types 
of aid. As you caii sec, iiie proportion of aid recipients with loans as part of their aid 
package was greatest at proprietary schools. Nevertheless, almost half of aid recipients 
had loans at every type of school except community colleges. (Changes in federal student 
aid since these data were collected are likely to have led to increased proportions of 
students with loans as part of their aid packages.) 

Additional descriptive information from the survey is included in my memorandum 
on postsecondary enrollment and student aid. I would be pleased to answer any questions 
you might have. 
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Chart 5: 

Aided Undergraduates Receiving Loans as Part 
of Aid Package, by Type of School 
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Source: NPSAS 92/93 data 
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Chairman McKeon. Doctor Nettles. 

STATEMENT OF MICHAEL T. NETTLES, PH.D., EXECUTIVE DI- 
RECTOR, FREDERICK D. PATTERSON RESEARCH INSTITUTE, 
THE COLLEGE FUND/UNCF, PROFESSOR, SCHOOL OF EDU- 
CATION, UNIVERSITY OF MICHIGAN 

Mr. Nettles. Thank you very much, Mr. McKeon, Members of 
the committee. It’s a re^ privilege, I think, to be before you this 
afternoon. I am a Professor of the School of Education at the Uni- 
versity of Michigan, and the brand new, first Executive Director of 
the Frederick D. Paterson Research Institute. I have submitted a 
copy of my testimony including some text and 12 tables of enroll- 
ment data that I will not belabor over this afternoon in detail, but 
will make a few points from the paper. 

Before I do, I would like to tell you a little bit about the Fred- 
erick D. Patterson Research Institute and our mission. We were es- 
tablished as part of the United Negro College Fund. This is the 
brain child of one of your former colleagues, William H. Gray, III, 
and when he first when to the UNCF Mr. Gray said that when he 
served in Congress he often looked around for data and information 
and analyses to help him understand the issues that he was con- 
cerned about and didn’t always have them. So, he vowed when he 
became the President of UNCF to establish such a research insti- 
tute and he succeeded in doing so. 

Our mission is to develop data, information and research that 
will help us to improve the education of African-Americans in the 
United States. And so, we have just begun, we are making daily 
progress. The data and information that I’ve presented to you in 
the testimony that I’ve presented in written form, and now orally, 
were not original data from the Frederick Patterson Institute but 
are mostly from the U.S. Department of Education. 

I have been asked this afternoon to speak to the issue of enroll- 
ment trends, and this is a very complex issue. There are all types 
of colleges and universities. People go part time and full time, some 
stop out, and drop out, others stay in and complete on a regular 
schedule. Even within sectors, like community colleges or four-year 
institutions, there’s a great deal of variety. So, to give global trends 
is, while useful in some respects, you really have to ask much more 
detailed questions about what I’m going to say to you, and I’m cer- 
tainly open to that today and in the future, welcome the oppor- 
tunity to engage in this process toward the reauthorization. 

The first point I’d like to make is that colleges and universities 
are very popular institutions in this country. The enrollments over 
the past three decades have quadrupled, even in times when the 
general population is not mowing as fast, the general population 
grew over that time period by 45 percent. 

Now, even when we have declining rates of high school grad- 
uates, even when costs are going up, and even when the population 
growth is slow, we see enrollment growths in colleges and univer- 
sities that are pretty dramatic. There are about 14 million students 
who are pursuing degrees of one type or another in ail sectors of 
higher education. In 1960, there were around 4 million. 

A second point is that although the rates of increase in enroll- 
ments vary by institution, the enrollment growth is apparent in 
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every type. The fastest growing institutions over the past couple 
decades have been the proprietary and community college sectors, 
but the four year sectors have also grown and continue to be the 
most popular choice among high school graduates, .^out 61 per- 
cent of people who graduate from high school every year enter col- 
lege and some form of institution of higher education within a year 
of completing high school, and about 60 percent of those people 
choose four-year institutions and about 40 percent two-year institu- 
tions. 

The increases in enrollment are also clear for every racial, ethnic 
group. The fastest growing has been the Asian population in the 
country, which has increased more than eight-fold over the past 
two decades, followed by the Hispanic enrollment and the African- 
American enrollment. African-American increases in higher edu- 
cation have been fairly phenomenal since the 1960s, and we often 
attribute the growth in enrollments to two things. One is the in- 
creasing demand for higher levels of education in the society, to 
perform in professional careers and to attend graduate and profes- 
sional education, and also the support that is being provided from 
here in Washington and at the institutional level as well. Colleges 
and universities are making grave investments into student aid of 
various types. 

One of the major trends that we’ve also heard about this morning 
is somewhat the declining participation by people who are going to 
college, actually, in financial programs of all types, whether they 
are institutional aid or provided here from Washington, and one 
thing that has us concerned at the Pattern Research Institute is 
that the decline in African-American participation has been great- 
er than for other groups with the exception of Asi ans 

For example, about 9 percent over the past decade fewer under- 
graduate students who are African-Americans are participating in 
financial aid programs of any type and in grant programs as well. 
We don’t know why, but we anticipate that the reasons for the 
Asian decline in participation may be different from that of the Af- 
rican-American participation. This is of particular concern because 
there has been an increase in the percent of African-Americans in 
the country who are considered to be living in poverty. About a 
third of the population of African-Americans in the country are in 
poverty, living in poverty. This is up about 5 percent over the last 
decade. 

We also have seen not as rapid growth in the percent of African- 
Americans who actually hold bacc^aureate degrees or four or more 
years of college. About 11 percent of the population of African- 
Americans do so, this compares to about 22 percent, for example, 
of White Americans. 

I would like to suggest that in your deliberations that more ques- 
tions and research be conducted to examine such issues as the in- 
fluence of various types and amounts of student assistance toward 
expanding the choices that students have for college. There are 
many poor, high-ability students in the country who may not be 
having access to the highest levels of education that would benefit 
them more in the long run, and this is something that we need to 
examine. 
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I would also encourage us to join us at the Frederick D. Patter- 
son Institute in investigating the decline in the African-American 
participation in student aid programs, and also the student persist- 
ence in degree completion rates of students who actually use var- 
ious types of financial aid. For example, what happens with stu- 
dents who enter college and receive grants or loans. Are they drop- 
ping out? \^at do you consider this to be in terms of the quality 
of investment or the efficiency and the use of grants versus loans, 
should those awards be used primarily for people who are complet- 
ing college? How should we think about that? 

Another au*ea that I think we have not spent any time on this 
morning, but should, is to think about the investment of aid into 
graduate and professional education. We do that, much of some of 
the reauthorization is targeted at those levels, and those enroll- 
ments at the graduate level have been increasing as well. 

Mr. Chairman, Fd like to conclude my remarks. If you have ques- 
tions about any of the data that Fve presented today or would like 
to engage in any of these trends, I would be delighted to do so. 

Thank you. 

Chairman McKeon. Thank you very much. 

[The prepared statement of Mr. Nettles follows:] 
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Michael T. Nettles, Ph.D. 



Congressional Testimony 



Introduction 



My name is Michael T. Nellies and I am a Professor in ihe School of Educaiion al the University of 
Michigan, and the Executive Director of the Frederick D. Patterson Research Institute of the United Negro College 
Fund. I would like to thank you tor the invitation to address you at this first hearing leading up to the 1997 
projected Reauthorizaiion of the Higher Educaiion Act of 1965. 

I have been requested by the Chair lo focus my remarks upon student enrollment trends in higher 
educaiion. But before I get into the substance of this topic, let me just make a few introductory remarks about the 
new Frederick D. Patterson Research Inslilule. The Institute was opened this year as a new entity of the United 
Negro College Fund (UNCF) and I am the first Executive Director of the Inslilule. This is the brain child of your 
former colleague Mr. William H. Gray, III. When he became President of the College Fund, Mr. Gray sought to 
establish the Research Institute in order to provide information and research lo improve the education of African 
Americans in the U.S. from pre-school through adulthood. We view it as our function at the Institute to establish the 
very best data-bases possible that will help to understand the challenges facing African Americans in preschool, 
elementary, secondary school, and colleges and universities at all levels and of all types. We expect lo become a 
valuable educational resource center that people call upon when they have questions or need solutions for jhallenges 
pertaining to the education of African Americans. That is my charge as Executive Director of the Patterson 
Research Institute. We are making daily progress to aciiieve those objectives. My testimony before you this 
morning is my first opportunity to talk lo public policy makers about one of the topics of immense importance to 
U'NCF and to the Frederick D. Patterson Research Institute. 

Enrollment trends are very imponant to keep in mind throughout the deliberations leading up lo the 
Reauthorizaiion because of the implications they have for the undergraduate and post baccalaureate student aid 
components of the Higher Education Act. Additionally, enrollment trends reflect the public demand for higher 
educaiion. Enrollment trends seem especially imponant for this early hearing, not solely because of what the data 
reveal, but also because they identify the need for additional data that are not presently available, as well as data that 
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are available bul are not presented in sufficient data and precision to provide insight into the challenges that public 
policy makers must confront. 

My presentation has two dimensions. First. I present to you some general trends that describe the growth 
and distribution of enrollments in the nation’s colleges and universities, and second I suggest some important data 
that I believe the Committee should demand from the higher education community, and from government agencies 
as it deliberates about a new Act and policy direction to suppon higher education for the nation’s people. In some 
cases, when data are available I present trends dating back to the 1960s. Analyses dating back to the '60s through 
the present parallel the life of the Higher Education Act. 

College and university enrollments are very complex, and general national enrollment data often fail to 
capture imponant distinctions. For example, enrollments consist of part-time and full-time students, students with a 
broad array of abilities and interests, students from a variety of race/ethnic groups, students of varying economic 
classes, and students attending institutions of various levels, types and sizes. Therefore, for every generalization we 
make about enrollments in the nation’s colleges and universities, exceptions and qualifications about the data need 
to be presented in order to ensure accurate and appropriate interpretation. There is great variety among the nation s 
nearly 2,100 4- year colleges and universities, nearly 1.500 community colleges and technical institutes, and over 
3,000 proprietary institutions. With suitable caveats, however, general trends can be useful as long as they are 
presented in the proper context. The contexts from which I will present to you the general trends today are the 
following three: (1) college and university enrollment growth relative to population growth, (2) differences in 
enrollment trends for institutions of various types (e.g. two year versus four year; historically Black colleges and 
universities compared to other types of institutions; and public versus private); and (3) differences in enrollment 
trends among different racial and ethnic groups. 

Enrollments changes r elative to population changes 

When viewed in isolation, the trends in higher education enrollments show a continuous and steady 
increase over the past three decades. Table 1 shows that college and university enrollments have gradually 
increased over that lime period from just over 4.7 million students in 1963 to over 14 million in 1993. Bul when 
higher education enrollment trends are juxtaposed with U.S. population trends, then the growth in the demand for 



BEST COPY AVAILABLE 




79 



76 



college attendance can be seen as being tar more dramatic. Table 2 illustrates that over the past three decades, the 
total size of the U.S. population increased by approximately 45 perceni/and that the traditional college age (15-24 
years) population by 35 percent. By contrast, during roughly the same time period, college and university 
enrollments increased by approximately 200 percent. 



1 ani« 1 : 

Year 


infill rmi r.nrniifnpni in in^rininnn.s ot mpnpr 


Change from 1963 


1963 


4.779.609 




1965 


5.920.864 


23.88% 


1970 


8.580.887 


79.53% 


1975 


11.184.859 


134,01% 


1980 


12.096.895 


153.09% 


1985 


12.247.055 


156.24% 


1990 


13.818.637 


189.12% 


1993 


14.305.658 


199.31% 



Source: U.S. Department of Education. NCES. "Fall Enrollments in Colleges 
and Universities." and IPEDS. "Fall Enrollment" surveys. 



Table 2: Total resident U.S^QDulatiQn bv selected group 15 to 24 of agg: IQlW to 1994 







Percent 

Change 


15-24 


Percent of 
Total 


Percent 
Change 
from 1960 


25-44 

Years 


Percent of 
Total 
Ponulation 


Percent 
Change 
from I960 










fin thousandsl 








1960 


179.323 


0.00% 


26.759 


14.92% 


0.00% 


46.899 


26.15% 


0.00% 


1970 


202.235 


12.78% 


35.922 


17.76% 


34.24% 


48.024 


23.75% 


2.40% 


1980 


226.546 


26.33% 


42.487 


18.75% 


58.78% 


62.716 


27.68% 


33.73% 


1990 


248,718 


38.70% 


37.021 


14.88% 


38.35% 


80,596 


32.40% 


71.85% 


1994 


260.341 


45.18% 


35.942 


13.81% 


34.32% 


82,014 


31.50% 


74.87% 



Source: U.S. Bureau of the Census. Current Population Reports. P-25-1095; and Population Paper Listing 21. 



Another important trend that rellects the growth in the popularity of higher education is the rate at which 
high school graduates enter college. Table 3 shows the change in the rate at which high school graduates go on to 
college. Over the past three decades, the overall college going rate among high school graduates has increased from 
45 percent in 1960 to over 62 percent in 1994. 
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_Tabl^^Pereen^Mi}jj^choo^^radoaJ«_«iroUin^jn^oileg^ithin^je^v«w^^ 



Year 




White High 
School 
Graduates 


Black High 
School 
Graduates 


Hispanic 
High School 
Graduates 


Percent of 
High School 
Graduates 
Enrolled in 
Collette 


Percent of 
White High 
School 
Graduates 
Enrolled in 
Collece 


Percent of 
Black High 
School 
Graduates 
Enrolled in 
Collese 


Percent of 
Hispanic High 
School 
Graduates 
Enrolled in 
Collese 










Inumber in thousandsi 








I960 


1.679 


1.565 


N.A. 


N.A. 


45.15% 


46% 


N.A. 


N.A. 


1970 


2.757 


2,461 


N.A. 


N.A. 


51.76% 


52% 


N.A. 


N.A. 


1980 


-1.089 


2.682 


361 


129 


49.34% 


50% 


42% 


53% 


1990 


Z355 


1.921 


.141 


112 


59.87% 


62% 


46% 


47% 


1994 


2.517 


2.065 


318 


178 


61.94% 


64% 


51% 


49% 



Source: American College Testing Ptogram. unpublished tabulations. 1987. derived from statistics collected by the U.S. Bureau of the 
Census; and U.S. Departmenl of Labor. College Enrollment of 1993 High School Graduates, and unpublished data. 

It is important to know more than the rate at which high school graduates are attending college in order to 



make judgments about the needed levels of financial assistance and other types of suppon. Such additional 
information as whether they are attending full time or part-time, pursing baccalaureate degrees or associates' 
degrees, or whether they are attending trade and technical types of postsecondary programs can lead to decisions 
about the types and amounts of financial assistance required to adequately suppon today’s college students. It is 
also imponant to know the changes in the various types of postsecondary institutions that high graduates are 
attending. Additional data are needed to reveal more about the variety of college choices that high school graduates 



are making immediately after completing high school, and more about student persistence rates in various 
disciplines, their rates of graduating from college, and the changing personal and societal benefits gained from 
attending and completing college. 

The increase in enrollments has been steady throughout the three decades: and the growth continues 
through the present. We commonly attribute the enrollment growth to both increasing demand in the nation for a 



highly educated work force, and to the expanded opportunity provided by national, state and institutional level 



financial assistance (grants and loans). But no one has examined the direct influence of components of the Higher 



Education Act on students' decisions to go to college, or on the range of choices that students make about the types 



of institutions to attend. 
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Enrollment trenda for institutions of j^arious types . 

It is important to examine enrollment trends in the context of the various types of colleges and universities. 
The growth in the community college sector over this span of time has been phenomenal. Table 4 illustrates that 
community college enrollments increased more than five-fold over the past three decades from eight hundred and 
fifty thousand in 1963 to over five and a half million in 1993. By contrast four year college enrollments have 
increased approximately 122 percent. Despite the less dramatic enrollment growth at four year colleges and 
universities compared to two year institutions, four year institutions continue to be the most popular choice among 
high school graduates. Table 5 shows that in 1993. 55 five percent of college and university undergraduates enroll in 
four year institutions compared to nearly 45 percent in community colleges. Table 5 also reveals that even with the 
enormous growth in the community college sector, the ratio of four year to two year undergraduate college shifted 



somewhat modestly since the mid 1970s. 


1963 to 1993 






Year 


Total 


Percent of 
4-year Total 


Change 
from 1963 


Percent of 
2-year Total 

Enmllment Enrollment 


Change 
from 1963 


1963 


4,779,609 


3,929.248 


82.21% 




850.361 


17.79% 




1965 


5,920,864 


4,747.912 


80.19% 


20.84% 


1.172,952 


19.81% 


37.94% 


1970 


8.580.887 


6.261,502 


72.97% 


59.36% 


2.319.385 


27.03% 


172.75% 


1975 


11,184.859 


7,214.740 


64.50% 


83.62% 


3.970,119 


35.50% 


366.87% 


1980 


12.096,895 


7.570.608 


62.58% 


92.67% 


4,526.287 


37.42% 


432.28% 


1985 


12,247.055 


7.715.978 


63.00% 


96.37% 


4,531.077 


37.00% 


432.84% 


1990 


13.818,637 


8,578.554 


62.08% 


118.33% 


5,240,083 


37.92% 


516.22% 


1993 


14.305,658 


8,739.791 


61.09% 


122.43% 


5.565.867 


38.91% 


554.53% 



Source: U.S. Department of Education. NCES, "Fall Enrollment in Colleges and Universities." and IPEDS. "Fall 
Enrollment” surveys. 



Additional data are needed to give greater meaning to the enrollment distribution between two year and 
four year institutions. When comparing the two-year enrollments with the four year enrollments, such additional 
characteristics as the age of the students, and their full-time versus part-time enrollment status are essential for 
understanding the extent to which community college growth is due to a shift in the types of higher education 
institutions traditional college students are choosing to attend, or simply the expansion m the types of students (e.g., 
differences in age, career interests, etc.) attending college. 
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Table 6 presents the enrollment growth in public compared to the private sector of higher education. The 
enrollment growth in the public sector of higher education and the private not for profit sector have been somewhat 
similar during the last two decades, rising approximately 29 percent and 25 percent, respectively. Table 6 shows 
that the most dramatic enrollment growth over the past two decades occurred among proprietary sector institutions 
where enrollments more than quadrupled. 

In the context of the Reauthorization of the Higher Education Act in 1997, it is important to identify how 
the financial aid (grants and loans) are distributed to students among the various sectors of colleges and universities. 
Not only will this type of analysis reveal the types of institutions that are providing access to economically needy 
students, but also show how various types of colleges and universities benefit from the Higher Education Act. 

Table 7 shows that enrollments In historically Black Colleges and Universities have also been increasing. 

In the period from 1980 to 1993, enrollments in Black colleges and universities increased by 21 percent Irom 
233,557 to 282.856. Within this sector enrollment among the 4 1 private colleges and universities that comprise the 
UNCF has increased by 25 percent since 1984 going from 43,495 students to 53,969 students. The number of 
applicants for the freshman class at UNCF institutions has nearly doubled since 1984 going from 31,567 to 61,879. 
This represents yet another indicator of growing interest among the nation s African American citizenry in pursuing 
higher education. 

Enrollment trends «mong_difrecent racial and ethnic groups^ . 

The enrollment trend line has been going up not just overall, but for each major American racial group. At 
the undergraduate level. Table 8 shows that since 1976, the Asian enrollment growth has been the greatest 
increasing by 274 percent, followed by HIspanics ( 160 percent), American Indians (61 percent). African Americans 
(36 percent), and Whites (17 percent). The non-resident Alien enrollment also increased substantially (87 percent) 
during the past two decades. 
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Tahl> 7; F.nmllm>nt at hklAncallv black cnll«>w and universities: 1980. 198«. and 1993 





Total 


Black Men 

Fnrnlied 


Black Men as a 
Percent of Total 

FnrAHmpnt 


Black Women 


Black Women as 
a Percent of Total 


1980 


333,557 


81,818 


35.03% 


109,171 


46.74% 


1988 


239,755 


78,268 


32.64% • 


115,883 


48.33% 


1993 


282,856 


93,110 


32.92% 


138.088 


48.82% 



Source; U.S. Departmcni of Education, NCES, "Fall Enrollment in Institutions of Higher Education," and 
IPEDS, "Fall Enrollment," Completions," surveys. 
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At the graduate level between 1976 and 1993, Table 9 illustrates that similar to the undergraduate trends, 
Asian Americans increased by the greatest amount (166 percent), followed by Hispanics (120%), Amencan Indians 
(43%), African Americans (30%) and Whiles ( 14%). Over the same lime period, the non-resident Alien graduate 
enrollment increased by 151 percent. Table 9 also shows that the growth in professional school enrollment of 
racial/ethnic groups mirrors the pattern at the graduate level. 

Table (0 illustrates the change in various types of financial aid awarded to undergraduate students from 
1986 to 1992. The data in Table 10 reveal a rather large decline in the number of African Americans and Asians 
receiving financial aid of any kind and especially grants (more than a 9 percent decline for each group receiving 
both financial assistance and grants). This is particularly surprising given that the enrollments of both of these 
groups have been increasing. It is also alarming because despite the progress African Americans have made in 
attaining college degrees. Table 1 1 shows that half as many African Americans 25 years or older have completed 
four or more years of college as their White counterparts ( 1 1 percent compared to 22 percent). At the same lime, 
however. Table 1 1 shows that 40 percent of Asian Americans 25 years or older have completed four or more years 
of college. This suggests that the decline in African American and Asian participation in financial aid programs 
may be explained by different factors, but the data needed to explain the declining participation for each of the two 
groups are not presently available. This points to the fact that more needs to be known about the characteristics of 
the people (students) who are represented by the enrollment trends in order to interpret the meaning of the trends. 

Table 12 shows that nearly one third of the African American population and families lived below the 
poverty level in 1994 and this is 5 percent greater than a decade ago. While this cannot be conclusive evidence of 
the financial need of African American college students, it certainly suggests that the financial needs are likely to be 
even greater than in the past. Therefore, the participation rale in financial aid programs should be increased in 
•landem with enrollments, rather than decline. Research is needed to explain the declining participation rate of 
.African Americans in financial aid. 
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Table 11: Perceat of persons 25 years old and over who completed 4 years of college or more by race 



nnrl pthniritv; 19A0 tn 1990 










Asian and 










White 


RIflck 


Pacific Islander 


HLsnanic 


1960 


7.7 


8.1 


3.1 


N.A. 




N.A. 


1970 


10.7 


il.3 


4.4 


N.A. 




4.5 


1980 


16.2 


17.1 


8.4 


N.A. 




7.6 


1990 


21.3 


22 


11.3 


39.9 




9.2 


Source: U.S. Bureau of the Census, U.S. Census of Population. U.S. Summary, PC80-1-C1 and 




Current Population Reports P20-455, P20-459. P20-462, P20-465RV. P-20-475: and unpublished data. 




Note: Total includes other races, not shown separately. 










Note: Persons of Hispanic origin may be of any race. 












1 980 tn 1994 










White 




£ 


Hack 






1980 


1990 


1224 


1280 


1990 


1994 








[number (1,000)] 






- Total Persons 


191^05 


206,983 


215,221 


26,033 


30392 


33,040 


» Total Families 


52^3 


56,590 


57,870 


6,185 


7,470 


7,989 


^ Less than $5,000 


908 


1.188 


1.432 


405 


665 


856 


S5.000 to $9,999 


2.110 


2,264 


2.765 


872 


964 


1,205 


7 ■ SIO.OOO to $14,999 


3.097 


3,339 


3.818 


787 


896 


911 


$15,000 to $24,999 


7.906 


7,923 


8,756 


1.326 


1.389 


1,485 


$25,000 to $34,999 


7,963 


8,262 


■ 8.719 


871 


1.031 


1,093 


. S35.000 to $49,000 


12,244 


11,318 


10.865 


972 


1.091 


1.035 


' . **^ $50,000 or more 


18,015 


22,296 


21.515 


952 


1.434 


1,404 


Median income (dol.) 


39,911 


41,922 


39,308 


22.601 


23.550 


21,548 


Families below poverty level 


3,581 


4.409 


5.452 


1.722 


2.077 


2,499 


> Percent of total families 


6.85% 


7.79% 


9.42% 


27.84% 


27.80% 


31.28% 


Persons below poverty level 


17,214 


20,785 


26,226 


8.050 


9.302 


10,877 


Percent of total persons 


8.97% 


10.04% 


12.19% 


30.92% 


30.61% 


32.92% 



Source: U.S. Bureau of the Census. Current Population Reports, P20-480, and earlier reports: P-60-188; and 
anoublished data. 
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The higher education enrollment trends presented in this paper lead to six general conclusions: 

1. Student demand for postsecondary education is increasing. 

2. Even when general population trends and the trends in the number of high school graduates are in decline, the 
demand to enroll in college continues to increase. 

3. Although the rates of enrollment increase vary by type of institution, the increases in student enrollment are 
apparent at all types of colleges and universities including two-year, four-year, proprietary, and historically 
black colleges and universities. 

4. Even though community colleges and proprietary institutions are experiencing the most substantial enrollment 
growth, four year institutions continue to be the most popular choice of the majority of college students. 

5. While the enrollment of all major racial groups in the U.S. have been increasing, the growth of Hispanics, and 
Asians are especially noteworthy for more than doubling during the past decade. 

6. More data and research are needed in order to assess the following: 

• the influence of various types and amounts of student assistance toward expanding student choices of 
colleges to attend; 

• the decline in African American and Asian panicipation in student aid programs; 

• student persistence to degree completion. 

This concludes my formal remarks on the topic of enrollments this morning. There are many other 
questions that could be raised about enrollments for which we will need to generate a different array of analyses than 
what I have brought before you this morning. At some point, we should discuss the degree productivity of the 
nation’s colleges and universities. Data and information about degrees will resemble in some respects the patterns 
that we observed about enrollments, but there will also be some differences. Among the most notable will be the 
dramatic changes that have occurred in the distribution of people in the country receiving graduate and professional 
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degrees, f would like to suggest that over the course ot* these deliberation during the next year that the committee 
focus much of its attention upon providing opportunities for more of the nation’s qualified students to pursue 
undergraduate education as well as graduate and professional education. This continues to be an investment in our 
nation that yields great social benefit for us all. Thank you very much, Mr. Chair and members of the committee for 
this opportunity that you have given me to address you this morning. 
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Chairman McKeon. Mr. Rutter. 



STATEMENT OF THOMAS M. RUTTER, DmECTOR OF FINAN- 
CIAL AID, SENIOR DIRECTOR OF ENROLLMENT SERVICES, 

SAN FRANCISCO STATE UNIVERSITY 

Mr. Rutter. Mr. Chairman and Members, thank you for inviting 
me out to Washington and the beautiful weather you have out 
here. It’s better than California, by the way. 

I have a short presentation, and I have submitted my testimony 
for the record. 

My name is Tom Rutter. I have spent 24 years in serving in fi- 
nancial aid in three different institutions. University of California, 
two campuses, and now at San Francisco State University. Fve sAso 
been advisor on various panels and participated in professional or- 
ganizations, so Fm familiar with coming to Washington. 

At San Francisco State, we have 27,000 students on one campus, 
about 15,000 of those students are on financial aid, so we have a 
big program. Last year, it was $93 million on one campus. About 
$10 million of that were institutional funds. This is the question 
that had come up about public schools, well, we are a public school 
and we do commit about $10 million now to supporting our stu- 
dents with grant money. 

Our fees are only about $2,000 a year, and the total cost of edu- 
cation, with room and board, and all the different components, are 
about $12,000. So, our fees are low but because we are in a rel- 
atively high-cost area the total cost of education is quite high com- 
pared to other schools with that level of fee. 

Over 88 percent of our students repay their loans. This is always 
a question when Fm on the airplane, someone says, what do you 
do for a living? I say I give away money, then I correct it and say, 
no, I lend money, and they say all those students are defaulting. 
Well, they aren’t. In actuality, most students, a vast majority of 
students, are repaying their loans, and our experience is very good 
in that area. 

We have a distinguished faculty at San Francisco State Univer- 
sity. Most recently, Geoffrey March discovered three new planets 
outside of our solar system, with the hope of life and water out 
there renewed, so we are very excited about that. And, we have a 
famous alum now. Mayor Willie Brown went to San Francisco 
State. 

I did provide 150 copies of my testimony and a packet of handout 
materials, and I won’t go through those at all, but one of the publi- 
cations was provided by the Department of Education, thank you, 
and others from our campus, and an application for financial aid 
in case you hadn’t seen one of those, that’s in there. 

My first topic is the role of the financial aid administrator. This 
is one of the problems that take in a fairly complicated issue and 
making it simple, so I tried to do that for you. I consider, from my 
experience, the financial aid director to having one of the most 
complex roles at an institution of higher education, or community 
college, or any of the segments, proprietary school as well. It’s a 
difficult position, because it involves marketing, we are involved in 
the recruitment of students and financing of students from that 
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end. As finance people, Tm managing a $93 million program, that’s 
fairly significant, and in-depth counseling of families and students. 

So, what we call this is, we have the people side and the paper 
side of life. The Counseling Center is primarily counseling, and 
maybe accounting is primarily accounting, in financial aid we have 
to do all of those, so it makes things pretty complicated. 

I’ve been audited four times in the last 15 months by four dif- 
ferent audit agencies, so I have to be good at managing audits, we 
all do. We have to be good at processing large amounts of paper 
and computer files, so our role becomes a manager. Twenty-seven 
thousand people have sent their files to San Francisco State Uni- 
versity, so we have huge numbers of applications. 

We are a service organization. We must organize our offices to 
be service organizations, and take care of people who are often in 
desperate need, sometimes very desperate need, that come into the 
offices. 

We have to train. We are a training organization. We train our 
staff, we train the other staff that go out, and we actually train the 
students, because we teach them how to apply for financial aid. 

And, we develop computer systems in order to handle all this. So, 
the role of the financial aid administrator is fairly complicated, 
quite diverse and touches on many different parts of the campus. 

My second topic is how we serve students, and it begins with the 
information dissemination process. A nice booklet, like the Depart- 
ment of Education booklet, and ones we supplement. We use those 
with junior high students, we actually go into junior highs, some- 
times even younger than that, talk to students, talk to parents 
about financing higher education. We go into high schools, the in- 
tensity — the students usually don’t get too excited about the financ- 
ing of higher education until about the 11th and 12th grade, and 
then suddenly they go, how am I going to pay for this, and then 
the parents come in and it gets very intense for them. 

We work with community colleges and we go out in the commu- 
nity, because many of our students, especially at San Francisco 
State, are non-traditional students. They are not coming from high 
school, they are 21 years old. They’ve ^ready been working, they 
are out there in the community somewhere, they are coming back 
to school for a variety of reasons, so we do that. 

We distribute the applications that are produced by the Depart- 
ment of Education, and at San Francisco State we mail those out 
to our entering students, so we make sure they have them. We dis- 
tribute it to the public. Anyone that comes out wanting to attend 
any school in the United States, we give them an application. 

We collect forms from students. This might not be an interesting 
activity, but it’s a very large activity, because we have to collect a 
lot of different forms from students. So, we are dealing with paper 
and when our mail comes in we distribute it and analyze it and or- 
ganize that. 

We do verification of the information as required by the law, we 
do at least 30 percent verificatiou. That means we go in, we have 
an application from a student, and then we require further docu- 
mentation to verify that. It’s, in essence, an audit, and we collect 
the 1040s, the IRS forms from the families, and we use that. 
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We package financial aid. I’m going to talk about that a little bit 
more. We do appeals. A lot of people come in to our office because 
they don’t like the financial aid package they got, to be honest 
about it. Too many loans, not enough money, we are expecting too 
much from the parents, their circumstances have changed, so they 
come in to appeal to us. And, we do a lot of counseling. 

My third topic is packaging. What is packaging? This is one of 
those buzz words in financial aid, people always talk about packag- 
mg. It sounds like, you know, we are Federal Express or some- 
thing, but we’re not. What we do is, we assign a variety of different 
funds to a student to meet their need. The reason we have to pack- 
age multiple funding is because we don’t have a single fund that 
IS enough to meet the student’s need. So, for instance, the Pell 
Grant, \^ich is a very good program, has been very effective as the 
floor of financial aid, is not adequate to meet the student’s need 
typically. So, we add something else on it, maybe we’ll add a State 
g^^ maybe we’ll add an institutional grant, maybe we’ll add an 
SEOG grant. Federal SEOG, and then we’ll add the loans to bal- 
ance out the package. So, that’s what packaging is about. 

Some institutions package the opposite dire^ion, by the way 
after the Pell Grant they package loans and then they package 
grants, so it depends on the institution. 

We try to give the students the best possible package. Best, from 
our definition, is the most amount of grants, the least amount of 
and that’s been more and more difficult in recent years. 

We target students with packaging. What does that mean? Well, 
entering students, typically, will be targeted with a specific enter- 
ing student package, and it might be more grant money for an en- 
tering student because they are more at risk. We don’t want them 
to come, get in debt, and then drop out of school. Those are where 
the defaults happen quite often. And, we have to comply with the 
requirements of each of the programs in the package. A freshman 
coming to school gets a 26/25 loan, that’s the maximum, we can’t 
give anymore, so we are obliged to follow those regulations. 

And then, we monitor our expenditures very carefhlly, and as we 
ran out of funds in one area or another, we change our packaging. 
For inst^ce, a late applicant might get a very different package, 
a much higher loan package, typically, then would an on-time ap- 
plicant. So, there are many revisions to packages for students, too. 

The Chairman ^ked me also to speak on key institutional fac- 
tors in financial aid. Well, we talked about the cost of education, 
that was first on my list. Cost of education is very critical. When 
its stable, and as I said I’ve been doing this for 24 years so I’ve 
watched it, especially in California public schools, it was stable for 
a long time growing primarily in the non-fee areas, and then the 
btate of California ran into some economic difficulty and pulled 
f^ds back from the public universities and suddenly the fees took 
off. And, it changed the environment dramatically, and that’s 
where the loans took off and it became a very different world. We 
became almost like public/privates. As I say, we were like the pri- 
vates were 10 years before, we have the fees they had and we have 
the problems of financing before. 

We have to worry about the enrollment. What size the enroll- 
ment is, how much the needy students are, what’s the available 
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funds? These are institutional things we are considering, what the 
prior year experience was. I base a great deal of next year upon 
last year. What happened, did we meet their needs? Did we run out 
of money too early? Did we give them too much loan? Did we han- 
dle specific groups of students well or not? Then, looking at that 
we roll forward with our policies and our packages. 

And, we have to evaluate what the support is from the State. Al- 
most all institutions, at least in California, almost all institutions 
get some form of State aid, be that direct State aid, in terms of 
grants, or subsidies, as we have at the State university, but most 
of the private schools all receive quite a bit of State grant. 

The campus philosophy is very important, and the age of the stu- 
dent body. We talked about inaependent students. Well, if a large 
number of students are independent, either graduate or older stu- 
dents, then that changes what money we have available for them. 

We t^ked about campus financial aid a little bit, and campus- 
based aid is a term that usually applies to the three campus-based 
Federal programs. The Federal SEOG grant program, the Federal 
work study program, and the Federal Perkins loan program. These 
are three Federal programs that are campus-based as opposed, for 
instance, to the Pell Grant program, which is not campus-based, 
centrally-based. These programs have had considerable review, in 
terms of some administrations or another wanting to get rid of 
them. Actually, it’s happened quite often over the years, and I 
would like to speak in favor of the campus-based programs. Those 
three, as other colleagues have said to me as recently as today, we 
have to be very careful not to lose these programs. They are the 
flexibility, even though they are relatively smml, they are the flexi- 
bility we need to meet our students’ needs. 

The work study program itself, which has been level funded for 
a long time, or maybe even lost funds, is considered by many peo- 
ple to be the best financial aid program that we have, and yet, the 
support has not been there to agree with that. The reason why it’s 
the best is because many of our students have no experience work- 
ing. They get work experience, it avoids further debt, and it’s a 
subsidized program for them to work, so it works out very well. 
Many employers want them. 

In terms of campus-based aid that the campuses generate, we 
have a term in California that’s not used elsewhere, but it’s c^led 
return to aid. One of the things that the committee may not be 
aware of is, a lot of the money that goes into student aid that’s in- 
stitutional money is actually part of the fee money or tuition money 
paid by the other students. So, it’s money that’s sort of recirculated 
from tuition and fees back into funding needy students, which has 
a lot to do with the cost of education, by the way, another one of 
those. 

So, and that’s true in private schools as well as in public schools. 

Another topic I was going to hit on is professional judgment, 
commonly called as PJ in financial aid, it’s one of those other buzz 
words. The financial aid community is very supportive of having 
professional judgment. We encounter individual personal cir- 
cumstances that are as unique as every person in this country. We 
have people who are having domestic violence, divorce, unemploy- 
ment, and many, many personal circumstances that don’t allow the 
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formula-based system to meet their needs. That is why these pro- 
grams work very well, because on the local level the financial aid 
administrator can meet the needs of the student and their family. 

So, professional judgment, which was actually incorporated into 
the law, is an excellent tool for us to make national programs effec- 
tive at the local level. That’s am important one. 

My last couple comments are just to list some national issues 
that from my perspective are out there. The first one was the grant 
loan imbalance, two thirds of our aid are loans now in a public in- 
stitution. I think that’s pretty easy to see that’s not a good balance. 
There’s a considerable debate about the need analysis system, that 
is, the congressional-controlled system for determining family con- 
tribution, and there’s considerable debate in the higher education 
community, particularly the financial community, about that sys- 
tem and whether it’s efective or not. The ongoing debate about the 
PELL and direct loans, I think that will be very intense in the near 
future, amd reauthorization will add to that. The processing delays 
that we experienced, and it’s fair to note that we’re catching up 
now, but we did have significant processing delays. 

In conclusion, I have one important message I want to make sure 
you hear from me, and that is that the financial aid programs are 
working very well. They are difficult, they are complex, people’s 
eyes glaze over when you start talking about need analysis, pack- 
aging, funding and everything. But, the real thing that happens is 
when a student walks across that counter, or to our desk, and they 
are able to go and be educated. They came from families where 
that would have never been possible without financial aid’s help. 

So, what you do and what all of us do together is extremely im- 
portant. I hope we would always remember that, remember those 
students and those families. 

Thank you. 

[The prepared statement of Mr. Rutter follows:] 

Statement of Thomas M. Rutter 

Honorable Chairman Mr. McKeon and Distin^ished Members of the US House 
of Representatives, Subcommittee on Postsecondary Education, Training and Life- 
Long Learning. 

Thank you for the opportunity to speak before your committee this afternoon. I 
have submitted 150 packets of my testimony and attachments for your farther ref- 
erence. 

By way of introduction, I offer three profiles; one of myself, one of San Francisco 
State University and one of our financial aid programs. 

Personal Profile 

I have 24 years of campus service in the field of student financial aid. I am cur- 
rently the San Francisco State University (SFSU) Director of Financial Aid. I am 
in my second year in this position. I have recently also been appointed as the SFSU 
Senior Director of Enrollment Services responsible for Admissions, Registration, 
Outreach, Financial Aid and the Educational Opportunity Program. 

For the previous 21 years, I served as the Financial Aid Director at the University 
of California, San Diego and for two years before San Diego I was the Associate Di- 
rector at University of California, Davis. As an advisor, I have worked with all the 
segments of higher education including private universities, community colleges and 
proprietary schools. 

I have held the professional leadership position of President of the Western Asso- 
ciation of Student Financial Aid Administrators (WASFAA) and two terms as the 
Vice President of that organization. I served as a board member of the National As- 
sociation of Student Financial Aid Administrators (NASFAA) for three terms. In 
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1980, I participated with a small group of financial aid administrators to develop 
ideas for the Reauthorization of the Higner Education Act for ^nator Pell. 

During my career, I have been responsible for awarding approximately $1 billion 
in student aid to hundreds of thousands of students. 

My educational bacl^ound includes an MBA and an under^aduate de^e in 
business. Previous to financial aid, I was a teacher and served in the US Peace 
Corps in Malaysia. 

SFSU Institutional Profile 

Founded as a “State Normal School” in 1899, today San Francisco State Univer- 
sity is one of the most diverse schools in the nation. For the past several years, the 
umversity has consistently ranked among the top five universities in the U.S. in 
graduating under represented students with bachelors degrees. We offer under- 
graduate and Masters levels programs to our nearly 27,000 students. Top majors 
include Business Administration, Psychology, Biology, English, Film, Radio and TV 
and Art. 

While our faculty are teachers first, they are award-winners, grant-getters and 
discoverers. Professor Geoffrey Marcy and his colleague and SFSU alum Paul Butler 
recently announced the third planet they’ve discovered outside our solar system, 
raising new questions of life beyond Earth. MacArthur “genus” and engineering pro- 
fessor Ralph Hotchkiss has attracted world-wide attention for his empowerment of 
disabled people around the world by teaching .them to build their own low cost 
wheelchairs using local materials. Anthropology professor Phillipe Bourgois is mak- 
ing waves with his new book on the urban cra^ cocaine culture. 

Notable SFSU alumni include the new mayor of San Francisco, Willie Brown; ac- 
tress Annette Bening, conductor Kent Nagano and Congressman Ron Dellums, to 
name only a few. 

SFSU IS part of the 22 campus California State University system which enrolls 
over 230,000 students and we are the largest senior higher education institution in 
the United States. 

SFSU Student Financial Aid Profile 

SFSU receives over 27,000 applications for financial aid each year using the Free 
Application for Federal Student Aid (FAFSA) or the renewal if they have applied 
in previous years. 

When the school selection process is over and the evaluations of the financial aid 
applications are complete, over 15,000 students are actually awarded each year. 
SFSU students received approximately $93 million in financial aid in 1995-96. 

Grants from a variety oi sources made up $31 million of this total. These funds 
do not have to be repaid. The three loan programs totaled $60 million. Work-study 
was only $1.8 million. 

While student debt has increased dramatically, over 88.8 percent of SFSU stu- 
dents who have borrowed student loans in the past have repaid or are repa)ring 
their loans on time. 

The SFSU cost of education for a California resident is $12,382. This includes 
$2,000 in fees. The remainder is room and board, books and supplies, transportation 
and personal expenses. 

Role of the Financial Aid Administrator 

The role of the campus financial aid administrator is one of the most diverse and 
demanding on the college campus. Because of the high volume of applications and 
the importance of timely awarding, the aid administrator must be an effective pro- 
duction manager. 

Because of the quantity and complexity of the various state, federal, institutional 
and private aid programs, the aid administrator must be a capable program admin- 
istrator. Parents and students must reveal to the aid admimstrator the most inti- 
mate facts about their lives requiring sensitive counseling skills. Managing millions 
of dollars requires the abilities of an accountant and an auditor. Projecting funding 
requirements demands skills in statistical analysis and fund management. Because 
these programs are regulated by the federal and state governments, the aid admin- 
istrator must be the agent for these entities and assure compliance with the govern- 
ing regulations. The aid programs are highly computerized which requires the abil- 
ity to manage and operate computers. The aid administrator is a student advocate, 
working to assure the best service for their students. Because financial aid is key 
to the admissions decisions to most students, the financial aid administrator is an 
information specialist, explaining the intricacies of education, finance and the finan- 
cial aid programs. 

Few other campus offices are subject to as many audits, administer as much 
money or have as much impact on the success or failure of students as the financial 
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aid ofHce. Few offices can threaten the well being of an institution of higher edu- 
cation as much as the financial aid office. Few offices provide support to as many 
students. 

Serving Students 

The financial aid office serves students in the following ways: 

1. Provide financial aid application and eligibility information to junior high, 
high school and community college students and their parents. 

2. Distribute financial aid applications to students and p£u*ents. 

3. Collect supporting documents such as the family’s IRS forms. 

4. Verify at least 30 percent of tiie student applications which have been se- 
lected by the federal processor to assure application information is correct. Ad- 
just expected family contributions and awards as necessary. 

5. Package awards to students of the various aid types according to a equi- 
table fonmila. Send award letters and promissory notes. 

6. Evaluate and decide on solutions for special circumstances and appeals 
fn>m students and their parents. 

7. Monitor students’ academic progress, unit load, prior debt, holds, defaults 
and academic performance. 

8. Provide personal counseling to students and parents regarding their fi- 
nances and relative family circumstances. 

9. Provide workshops and publications to assist students in completing the 
student aid application process. 

10. Refer students to other offices such as housing. 

How We Package Financial Aid 

“Packaging” is the process of establishing a student’s eligibility for specific finan- 
cial aid ^ant, loan and work programs. Students are offered a package of grants, 
loans and work because there is insufficient grant aid to meet all the students’ eligi- 
bility or “need.” The first step in packaging is to establish award policies which 
award limited CTant funds to a large number of students. Once grant funds are as- 
simed, loan and work funds are used to meet the students’ remaining need. 

Packaging policies often prioritize grant eligibility for students wim specific char- 
acteristics. Often, CTant eli^bility increases as family available resoiuxes decrease. 
Frequently, grant funding is lar^r for entering students and is reduced as a stu- 
dent progresses through tiieir education. Packages for late applications are usually 
less desirable than those for on-time students. 

In order to prepare for packaging each year, the aid administrator must complete 
numerous planning steps. He/she must review prior year spending patterns to deter- 
mine if goads have been met and if adjustments are recjuired for uie next year. Were 
all the funds disbursed? Did spending exceed projections? Were targeted students 
served according to plans? Who was not served weU? Has the institutional emphasis 
changed and are we keeping up with these changes? 

If the cost of education increases rapidly, wifi there be an adequate increase in 
grant funds? If not, how will the “gap” be funded? What students will suffer from 
packaging changes and how can their difficulties be reduced? 

Increased educational costs result in increases in the demand for financial aid. 
When grant funds are not sufficient to meet increased need, students are packaged 
with additional loan funds and student debt grows. 

Available funds must be determined or projected prior to packaging. Student 
awarding must often precede the official allocations of mnds from tiie state and fed- 
eral governments and the institution. Preliminary student awards are oft;en made 
early and may be adjusted later when actual funding is known. Many institutions 
use income from tuition and fees to fund their financial aid programs. This “return 
to aid” process creates grant funds for student packages. 

Enrollment projections determine the number of students attending the campus. 
Based on prior years eimerience, the aid administrator projects how many students 
will require financial aid support. 

Campus Based Aid 

The three financial aid programs that are called “campus based” are the Federal 
Supplemental Educational Opportunity Grant (SEOG), the Federal Perkins Loan 
and the Federal Work Study programs. These federally fiinded programs are called 
“campus based” because the funds are allocated to the campuses and award eligi- 
bility is campus determined. 

The Federal Supplemental Educational Opportunity Grants are awarded to low 
income students. As grants, these funds do not have to be repaid. FHinding is rel- 
atively low compared to Pell Grants or institutional funds. 
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Each campus has the collection responsibilities for the Perkins Loans they pro- 
vided to their students. The campus uses collection revenue to lend to current year 
students. Perkins loans have a low interest rate of 5 percent without a guarantee 
fee. 

The Federal Work StUj^ program uses federal funds to supplement wages for stu- 
dents to work on and off the campus. Considered by many aid administrators tiie 
best student aid program because of the valuable work experience gained by stu- 
dents and reduced student debt when compared to student loans. Work Study is 
grossly under funded and under emphasized in the federal student aid plan. 

The three campus based federal programs are targeted carefully to students with 
h^h need and exceptional circumstances. Funding is limited for tnese programs. At 
SFoU, the campus based pro^ams total $5.1 million while the entire student aid 
program exceeds $93 million. However, because of the flexibility of these programs, 
they provide help to needy students who do not meet the stricter, national criteria 
of the other aid proCTams. 

The larger federal student aid programs are the Stafford and PLUS loans and the 
Pell Grants. The Stafford and PLUS loan programs may be funded by private banks 
or federally funded through direct loans. Of tne $93 million of student aid at SFSU, 
$60 million is in Staffora Loans, the largest aid program, and almost $1 million is 
in PLUS loans. Interest rates for Stafford loans are variable with a cap of 8.25 per- 
cent. PLUS loans have a variable interest rate with a 9 percent cap. 

The Federal Pell Grant program is the nation’s largest grant program. SFSU pro- 
vided $12 million of the $93 million total aid program in Pell Grants this year. 

Institutional Factors 

The key institutional factors relative to the financial aid process are: 

1. The institution’s Cost of Education. 

2. The size of the institution and ^e number and percentage of needy stu- 
dents. 

3. The availability of funds and the mix of ^ants and loans. 

4. If the institution is publicly or privately mnded. 

5. The level of state support for the institution. 

6. The academic programs. 

7. The campus philosophy regarding needy students. 

8. The level of endowment and alumni support for students. 

9. The opportunity for students to work on and off campus. 

Professional Judgment 

Professional Judgment or “PJ” as aid administrators call it, is the use of the aid 
administrators judgment to make individual student exceptions to the rules and reg- 
ulations governing the student aid programs. This authority is given to the aid ad- 
ministrator in the Higher Education Act, Section 49A(a). 

Using professional jud^ent, the aid administrator determines their response to 
students and narent’s unique circumstances. Students and parents appeal to tiie fi- 
nancial aid office for exceptions to policy and procedures. Tne aid administrator re- 
quires documentation to support the appeal. 

Examples of professional judgment appeals include decreasing the expected paren- 
tal conlribution due complex family circumstances such as changing marital status, 
mo^fying the student’s satisfactory academic progress requirement due to changing 
mmor, or specific issues regarding the income or assets of the student or parents 
such as loss of job. 

A vast majority of students do not require the use of PJ. Most students apply, 
are awarded and do not need special attention. However, those who do appeal and 
who have special circumstances, involve complex counseling and analysis. 

Professional Jud^ent is the key to the successful implementation of national 
programs on a locw level. It makes the federal financial aid programs effective in 
supporting higher education for the nation’s youth. 

Major National Issues in Financial Aid 

'The most pressing issue in student aid in the 1990s is insufficient grant funding 
and increased student debt. There has been a dramatic increase in student debt 
over the past 5 or 6 years and the impact on our society and individual Americans 
has not been assessed. 

'The need analysis process which determines the expected family contribution is 
being intensely debated. The federal government determines the methodoloffl' to cal- 
culate familv conMbutions for federal, most state and most public schom aid. A 
group of aid administrators believe the federal system does not sufficiently deter- 
inine a family’s ability to contribute to the student’s cost of education and wish to 
change the need analysis methodology to include such items as the equity in the 
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family's primary residence. Other fundamental changes are being sought by these 
aid administrators. 

The conflict over the Federal Stafford Loan proCTam is a debate over who should 
provide the capital for loans and who should run the loan programs, private lending 
institutions with secondary market companies such as Sallie Mae or, the federsQ 
government with government contractors. The Federal Family Education Loan 
(FFEL) is the bank proCTam for Stafford Loans and the William D. Ford Federal 
Direct Loan (direct loan^ is the federal government's program. Many proposals have 
been made to eliminate one or the other of these programs or to limit these pro- 
grams to a specific percentage of the nation’s loan volume. 

^authorization of the federal student aid Higher Education Act is beginning. 
This process will bring all aspects of the federal student aid programs into debate 
and review. The interested parties such as the lending institutions, secondary mar- 
kets and guarantee agencies as well as the supporters of the direct loan program 
will be advocating for their position. 

Processing delays of the 1996-97 award year have caused a great deal of concern 
at the campus level. Financial aid application processing bv the federal contractor 
is significantly behind last year. Awards have oeen delayed at many colleges. Stu- 
dents and parents do not know the level of support they can count on when attend- 
ing school this fall. 

Conclusion 

Thank you for the oppo^nity to introduce you to the world of student financial 
aid. Though financial aid is complex and various aspects are the subject of intense 
debates, you may be confident that millions of students in this country are benefit- 
ing from the student aid programs. Most of these students are completing their de- 
gree objectives, finding employment and repaying their student loans. They have be- 
come productive citizens of this country and their success is often due to the oppor- 
tunity provided to them through student financial aid. 

List of Attachments 

I have provided a set of attachments for your review and information. The attach- 
ments are: 

1. A SFSU Financial Aid information brochure. 

2. The federal government publication, The Student Aid Guide. 

3. A Free Apphcation for Federal Student Aid with SFSU “wrap around.” 

4. A SFSU 1996-97 Offer Letter Guide. 

5. A SFSU 1996-97 Financial Aid Offer. 

6. A William D. Ford Federal Direct Student Loan Program loan packet. 

7. A SFSU Financial Aid Account Statement and Check. 

Chairman McKeon. Thank you very much. 

Ms. Woolsey. 

Ms. Woolsey. Well, thank you, Mr. Chairman. 

Tm sorry I wasn’t here to give my opening statement, but I want 
to tell you that I think this has been one of the most interesting 
hearings I’ve attended as a Member of the House of Representa- 
tives. 

I have so many questions that I’m going to probably just talk in- 
stead of ask questions. But, I would like to make a suggestion. 
Each one of the gentlemen and Ms. Schenet should be a panel of 
their own. I mean, each time they talked I learned that I knew 
very little, and there was more for us to get into on every one of 
these issues and these questions. 

So, I ask you to work with me and the next Congress, as we go 
along, and before we do our reauthorization, let's get below the sur- 
face and bring in panels of people on each one of these questions, 
because you’ve been excellent and it’s been very wonderful. 

Mr. Rutter, two of my children graduated from San Francisco 
State. 

Mr. Rutter. Wonderful. 

Ms. Woolsey. They have a different last name than I do, so you 
wouldn’t know them, but you also wouldn’t know them because 
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they were fortunate enough not to need a grant or a student loan. 
But I really do believe if they were in school now and its just been 
six years since the last one graduated, they probably would, and 
that’s how things have changed that quickly. 

Mr. Rutter. They have. 

Ms. WOOLSEY. I consider my own education to be one of my most 
important assets. A lot of you know this, but Fm going to say it 
again. Twenty eight years ago I was a divorced working mother 
and I had three small children. They were one, three and five years 
old. We were without child support, and even though I was work- 
ing I was on aid for dependent children, so that I could make up 
the difference in the child care and the health care and the food 
that they needed. 

But, I always knew that I would be able to get off of welfare be- 
cause I had good work experience, my children and I were healthy, 
and I was assertive. You know that. But, most importantly, I had 
an education. My experience with the welfare system serves as my 
foundation, actually, for mv commitment to higher education. 

I see education as the key to many, many of the problems we 
face in this Nation, because with a good education more families 
will be able to leave welfare, leave welfare for good. And, for heav- 
en’s sake, we’d prevent families from going on welfare in the first 
place. 

With an education beyond high school, more American workers 
will be prepared for high-tech, high-skilled, high-wage jobs of the 
future. Higher education means jobs that pay a liveable wage, and 
that means safer, saner communities. 

The problem is that higher education is becoming less and less 
available, as we’ve heard today, to average Americans. I don’t know 
how niany of you have seen this week’s Newsweek magazine, or if 
you’ve read the series on the costs of education? Mr. Chairman, Fd 
like to ask unanimous consent to allow this article to be included 
in the record for today. On the cover it reads, “$1,000 a Week, the 
Scary Costs of College.” Well, who is going to be able to afford that? 

The articles inside describe students and their families who are 
afraid they won’t be able to afford to pay for higher education, so 
they are not even making the effort to prepare themselves to go 
forward. Or, there are families like one mentioned in this article, 
which is counting on winning the lottery before their daughter be- 
gins college. Well, we all know that’s not going to work, that’s ridic- 
ulous. 

So, Mr. Chairman, I look forward to working with you. I look for- 
ward to hearing each one of these panel members and witnesses 
over and over again in the next year before we reauthorize the 
Higher Education Act. I think we should start right now planning 
for what we are going to be doing next year, and to make sure that 
we can have education available for every American. 

I have a little bit of time left, so Fm going to ask you, if you 
would, what would be your advice to families who want their chil- 
dren to go to children, what’s the most important thing for them 
to be doing? 

Mr. Rutter. Don’t give up hope. 

Ms. WoOLSEY. Don’t give up Hope. 

Doctor Nettles? 
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Mr. Nettles. Plan early, don’t be wavered from your direction. 
That is, even if you think it’s too costly, that it probably is a worth- 
while investment. The payoffs at the end are great, so I would be 
encouraging. 

Ms. WOOLSEY. Ms. Schenet? 

Ms. Schenet. Well, I think my testimony illustrates that there 
are a variety of choices, and that people have to look at the choices 
that are available to them and make a decision about the kind of 
enrollment that they think is appropriate. 

Ms. WoOLSEY. Mr. Childers? 

Mr. Childers. Academically prepare, take the high level high 
school courses that will prepare you for a successful high school 
graduation and enable you to succeed in college. Financing is im- 
portsmt, but unless you are focused on that and want to prepare 
yourself, you are not going to have the greatest chsmces of succeed- 
ing. So, I’d say preparation academically as well as financially is 
vital. 

Ms. WoOLSEY. Good, thank you. 

Mr. Secretary? 

Mr. Longanecker. I’d almost say all of the above. What I’d say 
is, plan early if you don’t plan late, because, you know, the best 
time to plsmt a tree is 30 years ago, the second best is now. I think 
people shouldn’t give up, they should plan. I mean, if families have 
a child today they ought to be trying to save for that child’s edu- 
cation. If they didn’t do that, and their child is going to college next 
year, then there is a way to do it, it’s not going to be as easy, but 
it’s going to be possible with struggle, and it’s certainly worth the 
investment. 

'There is no investment that will make — there is no way - to get 
returns on an investment like you will get on investing in edu- 
cation. 

Ms. WoOLSEY. Thank you all. 

Thsmk you again, Mr. Chairman. 

Chairman McKeon. Thank you. 

Mr. Green? 

Mr. Green. Thank you, Mr. Chairman. 

I don’t have any questions, just some comments. 

Mr. Childers, not only is our subcommittee interested, but our 
full committee might also be interested in the numbers you stated 
in your testimony, £md the average SAT score based on the higher 
level for math. With all the concern we’ve seen for the last, well, 
last 20 years, on quality of education and the success of it, we could 
spend a lot of time talking about what the States are doing, wheth- 
er it be Goals 2000 or other things. 

But, I know that’s not the purpose of the hearing, Mr. Chairman. 
I’m glad you called the hearing because it shows that loans are in- 
creasing and grants are either staying constant or decreasing. With 
the increasing costs of education, the Congress should consider in- 
creasing Federal grsmts which are now a small part of the financial 
aid package. Mr. Rutter points to this in his testimony. 

This Congress we’ve seen our Majority target student losms in 
their attempt to balsmce the budget, even though these costs would 
have little impact. In the next Congress, we need to consider that 
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grants continue to decrease and the cost of education continues to 
increase, and the only option available to students are loans. 

WeVe heard this many times, that if we don’t make college both 
affordable and available, then 10 years from now we are going to 
regret it. This should be an investment issue. The best investment 
is in your additional education or vour children’s additional edu- 
cation. I hope that Members will take this from the hearing today, 
Mr. Chairman. 

I just appreciate the chance to be here today. 

Chairman McKeon. Thank you. 

This is just the first of many of these hearings. I hope Ms. Wool- 
sey didn’t scare you thinking we would ask you to come back many 
times. 

Ms. WOOLSEY. Why not, they are great. 

Chairman McKeon. They are, but I know what it’s like flying 
across the country, and I laiow you do have a lot of other things. 
But, we will have other people that will be addressing the same or 
similar subjects as we focus in on this. 

I have a couple of questions. You mentioned in packaging loans 
there was no mention, or at least I didn’t pick it up, of the parent 
loans. Is this growing? 

Mr. Rutter. The PLUS loan volume is definitely growing nation- 
ally, though, in the public institutions it has not really grown too 
much yet, because our other funds, we package enough of our other 
funds to meet the need. 

But, in the higher-cost institutions, the PLUS volume is growing 
tremendously. It’s in part because of the change of the regulations, 
and in part because the cost of education has now tripped up all 
the other programs and what’s left is the PLUS volume. 

But, it’s a very good program, too. It’s essential to the package. 

Chairman McKeon. Do you find that the students, when they 
get up to their maximum, then go to the parents and work out a 
deal with them, the loan is made to the parents, but many times 
they are planning the students to repay the loan? 

Mr. Rutter. Yes. 

Chairman McKeon. You said that work study you think is the 
best of these programs. I would really tend to agree with you on 
that. I think where people work for what they get, there’s more ap- 
preciation and they are just happier or realize more what they are 
getting. 

Plus, I think the other side, like you say, they are getting work 
habits, work experience, along with it. So maybe that’s an area 
that we should really look at to see if in areas where we can plus 
up, that would, I know, fit my philosophy better than just give 
away programs. 

You said you’ve had four audits in the last 15 months? 

Mr. Rutter. Yes. 

Chairman McKeon. Is that typical? 

Mr. Rutter. I’d say it’s about double t}q)ical, but it’s painful. We 
came out of them all well. It’s important. 

Chairman McKeon. I’m just wondering if that’s really necessary. 

Mr. Rutter. They were not all Federal-based audits, important 
to point out, because the Federal Government really audits us once 
a year, that is the standard. And, I believe it is necessary, and 
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though it’s not that I enjoy them, but I think it’s important to keep 
track of this money. There’s tremendous amounts of money going 
on. 

Chairman McKeon. I’m a firm believer in keeping track of 
money, I’m just wondering if sometimes you spend more to keep 
track of it than what the benefit you are getting out of it. Audits 
can be very expensive, and if you have four in a 15-month period 
you are using up a lot of people that could be helping generate stu- 
dent help, rather than just doing something you’ve already done. 

^ Do you feel, and I’d like all of you to kind of address this, I know 
I’ve heard of studies that say that all of the student loans, and the 
grants, may be one of the things — or may be one of the biggest 
things in driving the cost of education, do you have any comments 
on that? 

Mr. Childers. Mr. Chairman, I addressed that, not in my oral 
testimony, but in my written testimony, and on Figure 7, and I 
would say the history of the last 15 years really doesn’t show that 
conclusion. 

At the time of the highest growth of prices in the 1980s and early 
1990s, the proportion of Federal student aid as a part of that was 
declining, so they were not in parallel, they were not in a direct 
relationship. As a matter of fact, it was an inverse relationship. So, 
I do not think you can conclude that student aid is driving or al- 
lowing institutions to increase their tuition. 

Chairman McKeon. Any other comments? Doctor? 

Mr. Nettles. I think that’s a very good question to always ask, 
but I think it’s also important to note that there are other factors 
that contribute to why institutions raise their costs. Part of it has 
to do with the cost of products and services that they purchase, and 
^so their interest in maintaining or increasing the level of quality 
in the education that they provide. 

I happen to be in an institution. University of Michigan, that is 
considered to be a high-cost institution. 

Chairman McKeon. What are your rates? 

Mr. Nettles. Well, we’re probably the highest cost public insti- 
tution in the country, in terms of tuition. 

Chairman McKeon. What is the tuition? 

Mr. Nettles. I think it’s probably — I better ask, it’s about 
$12,000 in State, and our out of State is probably 

Chairman McKeon. That’s your annual tuition? 

Mr. Nettles. Yes. 

Chairman McKeon. Excluding 

Mr. Nettles. I’m not prepared to tell you the exact numbers, but 
when we look at and compare ourselves with other institutions 
across the county, we are among the highest cost public, and we 
also charge in State students pretty high expenses, relatively 
speaking, as well. 

But, we also think that we try to offer a high-quality product. It’s 
never thought of in terms of how much aid students can bring to- 
ward the tuition that’s offered. 

Mr. Longanecker. Mr. Chairman, if I might contribute on this. 
I ^ow the Secretary is very concerned about whether there is a 
price effect to our changes in student aid. When we increase, when 
we ask for an increase in student aid, we, like you, are hoping that 





103 



that’s going to reduce the net price to the student, rather than to 
assisting the institution. And yet, trying to balance that with rec- 
ognizing that the principal — I mean, this is a Federal concern and 
a Federal interest and priority, but it’s not, in some respects, a 
Federal responsibility, the pricing of higher education, that’s sort 
of up to the States and the institutions. 

And so, well be working with you over the next year to try to 
fashion policy that tries to make sure we aren’t contributing to the 
escalation of costs, but is respectful of the appropriate Federal role, 
reflecting all the time that when we put in a precious dollar in this 
environment we want it to go for the purposes for which it was in- 
tended. 

Chairman McKeon. Yes. 

Mr. Rutter. If I could make two points on this, Mr. Chairman. 
We do offer new services on the campuses that were not really 
there before, and I’m pointing out, specifically, health services. 
Many of us offer very comprehensive health services to our stu- 
dents. 

Chairman McKeon. Included in the tuition? 

Mr. Rutter. For no additional cost. 

And also, safety concerns. Some years ago, having a full-fledged 
police force on campus was not necessary. 

Chairman McKeon. Then we are not really comparing apples to 
apples. 

Mr. Rutter. Exactly. 

Chairman McKeon. If you took the same services that you deliv- 
ered five years ago, 10 years ago, compared to what you are charg- 
ing now, and looked at inflation rates, I think that’s an important 
thing that well have to look at, too. 

Mr. Rutter. The third service is in computers, because we are 
trying to move into the 1990s, and we’re developing computer labs 
and computer access in the dormitories and computer access every- 
where. So, that’s a very expensive endeavor that is also part of 
what we are talking about. 

My other point is that, the public schools, though they’ve had in- 
creases in percentages of cost, the actual dollar amount of the costs 
are not that high, and I believe Ms. Schenet said 75 percent of the 
students attend either community college or public schools, four- 
year schools? 

Ms. Schenet. Yes. 

Mr. Rutter. The 75 percent of our students are attending insti- 
tutions where there may have been a significant increase in cost, 
in terms of fees, but we are at $2,000 a year. 

Chairman McKeon. Those were some interesting figures, be- 
cause I think a lot of times, you know, you get the perception that 
all schools now are getting up to $30,000, $40,000 a year, and I 
guess that really isnT the case. Well have to look over those fig- 
ures. 

But, there’s a wide range then of discrepancy when you go to 
$2,000, then what is Stanford now, just down the street? 

Mr. Rutter. Stanford is about, for just their fees alone, I believe 
they are getting close to $20,000. 

Mr. Childers. Mr. Chairman, I think I had that in one of my 
charts, showing that only 3 percent of the institutions of higher 
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education are at a level of tuition and fees of over $20,000 a year, 
whereas, the average four-year public is only $2,800 a year. So, 
there is just a wide range, and I think that all has to be taken into 
account when you look at the cost situation. 

Chairroan McKeon. I’m glad to see that, because, like I say, the 
perception has been that everything is just skyrocketing. 

Yes, Doctor Nettles. 

Mr. Nettles. Mr. Chairman, I just consulted an expert, Cath- 
erine Millet, who is actually a doctoral student at the University 
of Michigan, and she told me that her out-of-State fees are $18,000 
a year. 

Chairman McKeon. How much? 

Mr. Nettles. For tuition and fees, and this is for g^raduates. 

Chairman McKeon. Are how much? 

Mr. Nettles. Eighteen thousand dollars a year, just tuition and 
fees. 

Chairman McKeon. One year? 

Mr. Nettles. One year. 

Chairman McKeon. That’s for out of State. And, what, you were 
saying the in=State was $12,000? 

Mr. Nettles. It’s probably something like that, and this will also 
vary by major field. So, for some students at the University of 
Michigan there are different charges, depending upon actusd cost. 

Chairman McKeon. So, if you are out of State, check your home 
State first. 

You also, Mr. Rutter, indicated that the age is going up, I think 
that you said that you are getting more mature students, I guess 
would be the way to say it. 

1 spoke at the commencement Saturday of a proprietary college 
with 740 graduates. I shook hands with just about all of them, I 
think, and they were all older, some of them were older than I am. 
I don’t think there were any that were in their 20s. I would esti- 
mate that every one was over 30. 'These were mostly in nursing or 
in business, business administration, and included some Master’s 
degrees, and it was very interesting to me. 

'This particular school, you have to have a job to go there, and 
then you go to school at night, and their default rate is 4 percent 
on their loans because of, you know, they are very interested in 
education by that age. Nobody is, you know, mom and dad aren’t 
forcing them to go to school. 

I resdly enjoy this committee. I like the title of it. Postsecondary 
Education, 'Training and Lifelong Learning. I didn’t graduate until 
1985, you know, it took me 30 years, but I think that given our en- 
vironment with changing occupations, changing world, I think peo- 
ple ^e going to have to continue their education throughout their 
lifetime, and I think that’s good, if we could encourage people to 
do that. 

You tsdked about computers, and when I visit elementary 
schools, high schools, they almost all have computers now, so I 
imagine most of the kids by the time they get to college now, they 
are getting pretty literate on computers, it’s just, I guess, what you 
are doing is taking them from this level to this level. 

Mr. Rutter. They’re ahead of us. 
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Chairman McKeon. Yes. But, how do we work together, now this 
is a little bit out of your field, but Fll use your expertise while you 
are here, to get people to pull together at the elementary and sec- 
ondary levels, so that when they get to the postsecondary level they 
are able to read, write, know math and, you know, come in at a 
higher level so you can move them up rather than have to do so 
much remedial work? Mr. Secretary? 

Mr. LonganecKER. Well, you gave me too much of an in-road 
there. I mean, we would logically say that what you try to do is, 
you try to think about having high standards for all students, and 
encourage local school districts to basically strive to high standards 
for all students, and that the Federal activity could help to com- 
plement that, however that might work. 

An excellent model is the Equity 2000 program that The College 
Board has promoted, because what they are doing there is, they are 
taking — they know how important fundamentals in math are to 
fundamentals in other forms of academic preparation and involve- 
ment, and through that program they’ve made a big difference. 

But, we, I think, would encourage, basically, the Federal Govem- 
ment in its modest role in elementary and secondary to encourage 
local school districts to really strive to high levels and not just to 
high levels for the best of the students, but for all students. 

Mr. Nettles. Mr. Chairman, Fd like to add, and I agree with 
David very much and whatever John Childers says about academic 
preparation, but there’s another element, and that is social and 
personal responsibility, because when it comes to default rates we 
often speak of institutions being in default, when, in fact, institu- 
tions have somewhat limited responsibility, or limited actual influ- 
ence upon encouraging students to default. 

Chairman McKeon. The institution doesn’t default on the indi- 
vidual’s loan. 

Mr. Nettles. Exactly, and I think that may be something you’d 
want to think about, making a distinction between — among prior 
reauthorization Acts and future ones, in that regard, because in 
many, I don’t know of very many institutions that are — in fact, I 
don’t know any that are encouraging students not to pay back their 
loans. 

Chairman McKeon. Well, there have been some in the past that 
have — I don’t think they’ve done that, but they have, through lack 
of doing what they indicated they were going to do when they 
signed up the student, have not helped the student to get the edu- 
cation. We all know where that’s been. 

You had a comment? 

Mr. Childers. I was going to say, Mr. Chairman, that it’s in- 
creasingly evident that you have to, colleges, and secondary 
schools, and middle schools, have to work more closely together. 

We are finding that we are really having increasingly to work 
with the middle school level, because you re^ly need to prepare the 
students better at the middle school level, so that they are able to 
take algebra and geometry at the high school level, also financial 
aid counseling and a stimulation, an encouragement and knowl- 
edge about it’s possible to go to college really needs to start at the 
middle school level. It’s almost too late in some ways at the high 
school level to get some of these things started. 
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I think more and more institutions of higher education are work- 
ing with their local schools as well, to try and get this message 
across, but I think that collaboration and cooperation has to con- 
tinue, even more in the future. 

Chairman McKeon. I keep hoping that there’s just some simple, 
easy answer to this, and it seems to me it all comes back to the 
teacher in the classroom. You know, if you get a good teacher at 
kindergarten, or you get a good teacher in the first grade, now Fm 
assuming that you’ve got good parents that got them to kinder- 
garten, because, you know, a lot of that basic personality and ev- 
erything is set before they ever get to school. 

But, when I was on the school board, I served nine years on a 
high school board, and one of the things that we did is, once a 
month at one of our school board meetings we would go around and 
visit different schools for our ‘meetings, and we would ask for one 
portion of the meeting what’s good in education this month. And, 
I remember one time we were in this setting, and the French 
teacher came in and he was dressed like a Catholic cardinal from 
France. He was a French teacher, and he gave us a geography les- 
son in French. I speak a little Spanish, I don’t speak any French, 
but I could see — I mean, that’s how he started out, and you could 
just see what impact that teacher could have on his students. 

There was another teacher that taught a lesson on positive atti- 
tude, motivation, and he gave an example, I still remember, he 
stuck a straw through a potato. I could just see kids, and he taught 
five sections of that, he was also the baseball coach, five sections 
of> know, positive attitude and getting a good image of yourself 
and being productive in life, five sections were full. They tried to 
do that in other schools in the district, and all because of that one 
teacher. It wasn’t something that he could just get another person 
signed up and teach that course, because it had to come from him. 
So, it really comes down to individual people that are interested in 
helping other individuals, and we can spread that. 

It seems like we spend so much time talking about the negative, 
what’s bad, rather than what’s good, and then building on that. I 
hope that this will be the start of a series of, as I said, hearings 
where we can look into the costs of higher education and what we 
can do to help at the Federal level, but I appreciate you all being 
here today. 

With that, we will adjourn this hearing. Thank you very much. 

[Whereupon, at 3:07 p.m., the subcommittee was adjourned.] 

[Additional material submitted for the record follows.] 
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Presidau 
The CoUege Pund/USCF 



Dear Mr. Cbainnan, ^ 

Thanlc you for inviting me to testify at the April 23 hearing, "Who Plays, Who Pays, Who Goes," 

During the question and answer period, I was asked about the tuition costs at the University of 
Michigan. Ai that time I did not have the proper numbers available. The following chart lisLS the 
tuition amounts broken down by class level and residency. I would anprcciate this information 
being added, ai the aoprojffiatc £lacc. to theJhearingrccpid. 

Tuition & Fees at the University of Michigan, 1995-96 



Resident 

Ffcsh/Soph $5,546 
Jx/Senior $6. 138 

Graduate $9,054 



Non-Resident 

Fiesh/Soph $17,070 
Jt/Senior $18,272 

Graduate $18^214 



Again, thank you for the opportunity to appear before your Subcommittee. Please do not hesitate 
to contact me if I can be of ftinher assistance to you and the committee. 




Michael Nettles 

Executive Director, Frederick D. Patterson Rcseareh Institute and 
Professor at University of Michigan School of Education 



^J0e*4, ^aarfip[^ ^ 

Snaur t/OiJiOf’JSTO ^;SVC' 
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Elite collet carry a $1,000-a-week price tag. Parents are bargaining 
over fees In the new academic souk, as ah epic sticker shock shakes the 
foundations of higher education. By Tom Nlorganthau and Seema Nayyar 









o 



no 




HkSK AM THE TIMM THAT 
tiy ihi] Mjuls uf high'ichool 
loiion all uvw Aiacrics— t)M 
oioaieni, after nwnthi at anx- 
luu» waiting when you find 
out iryouCMln.Themnilcar* 

Her comes and leaves tbe en- 
Telopes, SOCD0 &t and uthen 
Udo: a fin one lowaas you mada 
tU a thin one means you didn't. 

In lata March. Idi Scrtek. a senior at Nottingham 
Hioh School in Amcusa, N.Y.. gut a welcome hatch 
of n! BDvalqms from schools like Rrandels ond The 
Amartcan Vnivefsliy. On April &, Hi ehose Broodslt. 
becouso of Its B ca d ^ c progiain and portly 
M it’s dose to coOegB-cruty Dinton. ‘'Inn at- 
moipben te our house hos become a tet more ro- 
huno.” s^ his owthar. “Alter four years of hard work and months 
uf prosaure and anxiety, then's a trentenduus sense uf ralicf. Hi is 
Ughtonlngup.'’ 

CoagntfulBUons, Hi. and may your college experience be Er 
Inmek Dul lor ihoM who pay the hills, like Lisa and Mar Strick. 
the anaiety is onty beginning. Peter Strick is n neitrnphjrHuiligisl. 



and hli wife li a freelanoe writer, their combined 
Income b lust over llOOiWO a year. Next year the 
Strieka wiD dmukler the load of putting two kids 
through ooIletCB at the same time: fiei^amin. their 
elder son. is finbhing hia aophomoie year at Data* 
CoDcga Id Lewiston. Maine. 'Ibitioa, room and board 
at Dates oosi 127,41/1 a year; the tab at BrandoU li 
U8,827. Siftoo noitheT Ben nor EU tfria am kind of 
Iteandal aid, the Strlcks an p4yit% full' prioe- 
IBQ.242 a year — tu send thoir aona to tchooL “I don't 
want to mme <WTas poonnoutfali« or whining'* lisa 
says. “Rut these next two yean wdl be killcri m us.“ 
DWlda the annual oust of a sdhnol bka Brandeu by 
the number of wnaks (ZN) in the collega year, und ynu 
get tLOOO a weok-which it mote thm the weekly 
tncumo of about 70 percent of the nation’s houaoholds. 
Ii is abo. of eouise, a price paid hy only a relative 
handful of afthient frmilies whose chlldrrn attend prestigs 
achoob-the Mes and 30 or 40 higHuroe inidtudoDS like MIT. 
Stanford and Duke. The a terqge com nf a year el a piiveteeoUego or 
uoiwersity is significantly lets (S17.031) and the avoege ooat of 
attotiding a public fouryear cuQeiOt or univortlty b lotwei stiD; 
SR.I^S. ^1. prices are nslng in every sactor of the S200biDioD-a' 



THEBRENN 
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Cape^^KcoL N.2 




Ineoeam tloduDOO 




WlthdhuditerLIii 
rMfhiODlaM,B 
■idElliriboth « 
aohivlagtOMed 
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M 

larah 



(frnrtltoOtdoWttlQM 
oattMLOortiUr^ 
■shMl,ilVi*«teQl 
frerinan^ b Mst; w 
■rakMoiafld acacond 
■ ort g iHi. 
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Michael WILSON 

Akrpn. Oliio. 
famfly Income: 120, UOO 

Mton (Ml) IvnMd 
0anitaflicl»ltntdp 
■t MleMfu Id attind 
Daitnodth, onrf 
•MornMlMtliltw 
tamtiL lom, 



Jobi—^ Part m i U t*! 
•n^U («,«»)■ 
imiBtNiprnimTajii^r 



yvtrtndustf^thM U hi^wr 
educAtton in AiMilca. 
tpitf « grsdual ilowlns 
linue 1990. the tuUJ ooct 
ottendtng private ooUegei 
and univartlties hai grxMvn 
95 perocnt. more than twice 
the r»te of Inflation, alnce 
1984. Thto) omts br attend' 

Ing public bistituliona have 
^jne up bv 82 percent. 

Hmsa tremu mlie serious 
question! about the alTonl- 
obUity of higher education 
now and in the future. And 
vdille a ooliegn degree has 
prubebly never bem mure 
neoenaiy for the jroung. it has never seemed more 
burdentnme to the American middle dan. 

The result is wi upic cose of sticker nhock that is 
shaking the foundailont of biidier education (page 59). 
Consumer resistance U being felt by virtually every 
college and universily in the country Frice-cuttlng is 
rampant, at least among smaller and leas nestiglous 
private achotJs, while tine cumulative total of tuition 
loanS'^liOO Ullioo since 1990— is soaring. CoDcgc 
presidents are uneasily aware that the gulden age of 
hutgaoning budgets and mushroomtng institutlanal 
DYMdh is over, imssibly Corever. Eaqdi^rv, govonilng 
hoards and bm^et-conacioui state legislaton are ask* 
ing tough aue^oiM about productivity and faculty 
WDiUoad, simile parents and students, to judge by the 
cxplotlve rise In ap^catiuRs to elite universities, have 
never been more obse s sed by the market value of a 
blwrchip ooDege degree. *lb its critics, American hi^ar 
education has never seemed more bkoted end out of 
control— and to tomo, at least, it is a t^eni that is 
loelng sight ofboth Its odueatlcnal mi»ion and lu his- 
toric^ lolly Ideals. 




m m «ua: viKw from within tms; aCade»«t ts _ oi 

r I Vm alaimist. Ht^r ed hi the United L^OlllpHJ 'ISOIl dilOppiIlS 
^ U an onn^ily pmverful insti tu- -n«, total cost 0 l - ° 



X Stah 

don that is arguahb' theli^ in th« world— 
a diverse am^ of 2,200 buryear cnllogei 
and unlvBTsitiin that now cnrolis 8.8 mll- 
Hoa stiNienU. iwJiuling 5.2 ndlHon bll-tuno undergrod- 
u atei . It Is a proHiic producer of new knowledgB. a 
source of expert counsel to government and buitneae. 
and lbs primary trainer of the oation'i prc&sslanal, 
managerial and tedmifal elites, hs perennia] problem, 
to thos e wdio know it boat, is Icseplag these ajvergcru 
goals in balanoa—lo ensure that toe eduntinnal nerds 
n the young are met evoi as leachiAg uchnlmies (and 
the very definitiuo of what it meaiu to be “eoucated”) 
change. ’^s U fMHrtsy task, and it fa vastly oumplicalcd by wmtlnu- 
ing vunfliei over aiiirtnative action, social and ethnic dlversily on 
campus and *^)diti c «l]y oorroct" curricuhims. Still, as Slanfunl 
president Gerhard Qts^r says, “the quality of teaching at Ameri- 
can ooUeges and univmitiea fa inctedihly hi]^— higher than In 
most other countries [and] higher than U was 80 years age.** 

But pi^ the poor rosistnnrr. For most famillos. higher education 
will he the most expansive service theyll ever bity. II is also a 
nmike^rlaoe full of snom and tUusiaas. ConsklGr Oils paradox. 
High as they arc. the tuition and faes listed by mou elite coBeges do 
not cower the full cost of educating undergraduates (chart, page 61). 
Nevert h eless, most schools use tuilioa-and-fee ivvonueM Ui sulisi- 

04 NKwswKKK ArniLgg.igae 



goirtg tn ooUm— tuitioo, boa. room and board— has neoz^ 
d oub led In the past 10 years. Iw U nKne than twice the rote of h%n»rtfm hut 
still behind the nnuway indcoM in national beoltb*ara expenset. 
saatawT oosncs iStU-W. ooisasI 




T.riZ(^z:!SBesftiio% 

wi.ms . 






u less afllunm students; at ilarvanl. br example, about 70 
'^nt of the undeigntduaic student boefy looeivo some bnn of 
al aid. Hut misans colleges and univorsiUos that mointuin 
d hHnd " admissions poUdes ara quietly phyfng Robin Hood, 
y angers tomo parents, and uiiiverstty offidols can only insist no 
'r giind intentims. “Ws don't dn it as a wv»hil achama to rodfa- 
c Income -we do it to cnrall the best class wo con," si^s Ibd 
QL dean of iidmisslans at the Universily GhicDgo. “Having 
(^that. thorr. ejoariy fa a redlstiihutinn bora. Hia question is how 
Ip it right." The medunism, as parents know, is a dJsclosurs 
e that produces whit is known os the "expected family oontxi* 
" For o waB-Ui-do family with only one child, the battom 
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1% 



More Money, Less School 

De^ita tiritinn Imxiwim, actml dqn ipeot la tdxxil have gono 
dom CftPwgCT o&r 29 percent few er dajn b dau than b 1914, 
fcr 1410 percent man moncT- 




line will proboUy be the Mine os the Hated tultioiL But fer lea* 
eflluenl bniliea, end femiliea with mure than one coUe,(e^tu>d 
child, the arke break can be aubalantiMl. 

Ihe noJ^woHd dfacu are wiling urenger j* tuition tost* go up. 
In New York, for wnTnpla, the femily boaow odT ctudent* 

in the atete unfvenity (SUNY) ayatem ia riibg— edilch auRgeat* 
that ainuoni New Ybiien have caught un to tha fed that their 
cfaBdien M a whopping tubaldy from the taxpayen If they attend 
one of u« SUNY** exccDenl ichoola. Ria^ eotnpetltlon for 
etuvOinenl among imall private collet, meanwhile, hna led to 
wideapnad dlaoowdng from the Hated price. GomiUer Lawrence 
Univaiity, a wcU-regaided priveio ina^uUon in Applctiai, Wia. 



ntlon. room and bo ar d at Lnwrenoe run about 122,000 o year, 
a the adiool offen a bewHdering aniiy of lodlvidusl^ tailored 
uuuial-eld packagei. The lesuh, aaxiraing to a computer aaaly- 
I pcr fe nned at Nawswaiot'a requeat. is (hat die 1487 undei^ 
iduate* now enrdled at Lawrence are puybg 7SS dilTerent 



I OMI BCONOtOm OOMPAltE HUSK NUCINC fOUaES ^ 

I to airline feres— iho plane i* AiU, but virtually no one / 
paid (ha Mma linkai prioa. Anothar motaphor ia thn , 

1 *'pi»>wer montahty." Thai meant eonsumen, faiaena- / 

I flworc <m!ercQt ofer Ipvds 

01 mwthHal ATB ogff m tvc^y ibopptos far 
I. Aocutding to Dariy McCbrty. the fenacial-akl director < 

, !Ste Ccdlegs in Eait^ Pa., tome parenta (zy to pit one \ 
je afplnst anouter to get a better deal. *rve had people e» to j 
L Tmjuft not going to pay the tuition biU.' and tfaet’aieipmUeaa / 
uf buw muct) money Uwy make." McCarty eay«. *The/D »lwlu> yuu : 
down— that's iKiw the modus opeteodi. The feet is. (hey are going 
to tnaximizo the deal." 

Ihe further truth ia * ^Mn <»4nl aid" incieaain^y kiaiu. 

not adralarahipaoriCtBnts. Hie ahififroiDgnntilolaBnaia natkef 
wido, and it has hMn piing on for at l«M a decade; it haa the 



auppon of Congreaa, (he Clinton atw( maty b hitt- 

er education. Toe good ncwi la that total atudent aid ii rising aa 
college Costa go up. But mun than half the 947 billion b finandal 
■id that was eveiUMc to perent* and atudent* in 1994-96, eccurd- 
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log to dia Gcdk^t Botid, cBin« b die £onn of fixlen^ umlerwiU- 

ten ooUsgB loeM. So while it is true, M msi^ oolloge 
melntain, thst the vast m^ority ofai^Ucaota can And the money 
to go to college, it is also uuo many students will leave college 
burdened with at leait soma debt. 

Borrowing In modeFstion can be a smart way to stretch out the 
cost of I oidiega edneatiOD, but snaxt borrowing danands knoad- 
edge anil ami a bit of oomimm se n se Qkne Bryant Quinn's column, 
page 07). In 1992 Con g r ess revised the fiKleral tultJoD-loan pro* 
gtwn to allow bar I owing without regud to bnii^ income. The 
paodkta b W result b ane^^oslon ofdAt- W4 hfllim Airing laai 
alone. Critics warn that tno debt loed will rise even more In the 
next decade, and some experts wonder whether students and 
tlmir fiunlUes fully understuid the ArMndnl risks. Tarry Haztle, 
vice president of the American Council on P^»nit ion. says he is 
"emnrinoed that a lot of students do not have a real fo^ sense of 
what getting into” when they borrow. Hartle says he 

iiound th^ students who sou^ hnandol counseling frequentty' 
^Bed to understand basic raanUes, soeb as the fact that thqr were 
paying interest and svera lOqulrDd to kaap up with mouthly 
pamnents after graihalion. Ho also s^rs me most commonly 
asked question bom parents was “How can I wtaWw joy o>iiM 
responsible for this kwh?" Oanold Stewart, prosi- 
dem of the C o Uege Board, argued kst foil that 
ooQ^ ia stm aftbidable” for the av na gB 
foimly, assuming a wiUlo^tesa to borrow But, 

Stemxt added. a nntiaji, we should look hud at 
tha growing imbolancB between grants and loons 
and ask mnaolves how much wo can reasonably 
expect students to borrow. A odlen education 
should help peo^ oeato a better Mute, not a 
deeper moxIgBgDd fotura.” 

To many parents, the best measure of the value of 
a ccdlogc educHlIon Is what a particufor school's 
dmloma is worth vdion the Ornronte s pplt— fiir a 
ton— 'credeatiallsin. Hfiat b the Mce and other 

bigname uidvorsitiea axe eqjoying a tremendous 
surge in applications. “If yotTre a young person or ■ 
paranl, you want to go after the b^ hmnw Tvw 



THE Gardner 
FAMILY 

hWAwIMsis. 



Di 



Iawine;taDXK10 



CooMgiie^^aaJtis 

tMaoitoHnrh 

thqrdUlfrSIOTjOll 

R nj borrawg sot ^ 



poUey you oao get.” says Ibnner Harvard president Oarek Bok. 

nMUu is, toeing en increBte tn the number of OPpUeo* 
tknu gnd the quality of students. If we're seeing mace Intemst In 
crede dialing, ifi because ittudenta and psients] feel tbqr need 
more of an edge in a world they can't fieni «impl»iwin about.” 

OBS CniCDENTlALXSM PAY OFFT 18 AN IVY UtAUUX 
dflpoe worth tl.000 a woAT The ovidenco, It 
seems, is mixed. A study by tines economlsti at the 
Uolvcrsllv of Pemujdvanla (an Ivy League school) 
COTopared the U&time earnings of women trim 
attended elite schools with those who didnl This 
convinces me It’s worth it,” says one of the authon, Mnrh 
Boer swslg. But earerat ernpUir the oonchttloos were bo—d on a 

B deal twins tw included exactly 15A people^ a voty 
Other recent studies suggest Uitf ^ top. 

I oolle^ has only e nmigtwal uq ftituie 

It 14,500 e year, acoording to aim analysis. At that 
1 about SOyeaxsfbr the average gredusleoTaUus* 
to earn fauk the extra tuition bis parents paid. Tf 
> maaimixw inooma. you entild m<mA j—ii- i>MTd 
locai'StBte imi vanity and have him or her mitjar in busiiiess and 
they’d do as weD as at a nrivota rndvenlbr,* sqys 
Estelle James, on economist at the BnA 

tkrtng to a pmtlgloui Initltuttun doesn't assure yon 
of a hi^ inooffie.” 

No Ivy L ea g ue parent will btJiovB that, of ooureo. 
Why should they? EooauailsU Iffure the faitondbla 
benefitsofanellteeduoBtioo-'theweriiMassscno}* 

STS, the bri^ end seiioul kids, the coItuiBi trcdttinn 
of the fnaubing ndiid. And these studies shore a 
oonunotn raw of the dimsl i<4enni>, which Is thfitr 
reliance on dn nwerug* earnings of an orentga gnuh^ 
ato- llierB are nu *Vvera 9 s” students at Harvard or 
Smith or St a nfo rd or Duke— Gar at 91X100 a weak, 
how oouU there be? 

WUPatWimoiit to UcCoshics 

tocMoqwsnrf Maio LwiMinH. Nina A. Biddas and 
SoiAir ktiALsa toNmiM 
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Playing the New 
Admissions Gam^ 

Colleges accept more kids early, leaving 
fewer spaces For everyone else 

I N THE wont OP COLLBUlt AUMlSSlONS, THIS U THF. 

year tha game changed. By Christmas. Mxne of (he na- 
tion's most selective scfauub — Harvard. PHneetoa. 

Mrr- had olreatk sent out eouugh wxapunoc letters to 
fill roughlv half of next fidl's Ireshman ctasa. admit- 

ted a mum higher number cariy than we had ever admit- 
tod befbro,*' st^ Morlyn McCralb (.awit. dlroctor of admissions at 
Harvard «id RadcMe, we had fewer places April].” 

Reoord numbers of studeoU applied esuiy this year, desperate tu 
boat tbs odds and get into on slila schooL And next year, the 
pretsures will on^y grow. Savvy students ore abeacK cuiljusUng lo 
what they see as a trend. At the Kaplan EducalionaJ Centers 
(owned ny Nkwtwujs’s parent company. The V^teshington Post 
Cumpaniy), the number ot sophtimeres signing tqi for an SAT 
proparorion oouiie Jumped 60 percent In 1096 over 1094. *Tor 
guidance ocunselort next year, it will he bard to persuade parents 
and students that there's any other way m go exoept [applying] 
earty.” says Jane Hmnulds. doan of ad^tsira at Amneist. ”Toai 
can create a Idnd ofcfaaos.” One concern; ‘Tl’s still the unusually 



mature 17-yoamid who is ready to make an ear|y* 
dedilon conunltmant in October." siys Nancy Mels* 
lohn. Cornell's uadergraduate-ed m l ssiooi director. 

16 percent of aU schools offer the eariy'ndmis- 
slons op t io n , but virtually all of the most selective 
schools do. Some, such as Harvard and Brown, offer 
"early actimT— students arc accepted (n December 
but can wail until May 1 lo respond. Ibis year Yale and 
Princeton changed their eAr(y^ec4lon pragmms to eax- 
ly-decltloo, which requires an ironclad oammitmenl 
firom students that If admitted Uwy will come. Stan* 
ford had no eoriy prognun in the past, but this year 
ofered a binding earl^dirUstlon plan. "We found 
that we were losing exrepikmal Mudents to instltuHons that had 
early progrems,” says James Montnyo, dean of undergraduate 
nHnrii^OTnfn at Stanford. CXhcTs See a more cynical reason. "More 
places in a fresfainan clasi that are slated away early with nnvl kids 
. . . aOuwy colleges to pn^ect very nice figures to tho world in how 
selective they've become." says Carl Bewi^ director of college 
cuun: eling at Andover In Massadniietts. Also at play hero is a 
schoi I's "yield"— the number of students admitted who actually 
enroll. Byacoepdngkicls early— most uT whom are gusnmeed to 
attend —an admissions office guaninteea » haalthy yield. 

Th 3 long-term Implkatioiu of this trend may be troubleionie. 
£orh -admissiom applicants tend to need less finanrial aid. "Some 
wold 1 argue that the asHy prnmmi arc for the weahlw. For kids 
who eafiy need lo oomparo and weigh, fiirwhcmi offbidability Is as 
impo rtani as admissibiuy in the process, the eoriy pruKrams are not 
an a1 enuU ive,” saya Bewtg at Andover. WID that mein sdiools cao 
nve thoir spring slots fiir the needy (another reason for 
affUa nt students not to wall}? Or will they be tempted to bulk up 
Mriy with tho privileged? ■ 



For Better Odds, Try Cluircliill Downs 



Most colleges tdll admit more than half the studanti who apply. 
But at the nation's most selective schools, admi s sion Is getting 



more difficult Applicat urns are up, and so are early admitskma. 
A sample of this jwar's rasulta: 
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How did such smart people run up sudi hu^ defldts? It took arrogance, 
ambition and a faith that the money would flow forever. Now colleges are 
struggling to right themselves. By LynNell Hancock and John McCormick 




B tntoiNu w s»nmrm> overnight 

ai a temponiy lah for radar experi* AB WQLP Wl 
manta during World War 11. 'Ibday 
this 200.000>aquiu«-fbm WMd with 
aabestoasidiiigttandaaaasynibolofa “™*°**'y 

different baule.MassacbusettaIiuti- 

mtn of 1krhnrtIng/» ftacal quandaiy. 

MIT admiidstTMon have bm mean* 
ing to naca the legendaiy ralle fiir half a oontur>i Out 

lhara wan always other thing! to do. fbioh ax biiildiitga 
newblolngylabnealiloocA^tbetaweiaalwa^afow u. 

quifW prt^acu that could bo xhvotod off to a buildiiifl dt^taaMtoLod 
with mue! in the wbDj and exposed wiring. Now, ft wdl aMda^ndiwnaiM 
enat MIT t2.Soiil]iontoknoadown Rti<lding 20 .and dd^k^MbHaLd 
roughly 820 miUkin lu rekmte Its tenant!. Encting a ■‘dfli 
new building In it* nlaee wtnild coat an estimated MO 
million, Mil offiriaii say they doiA have the cash, 

Thix ia homhling for Mn*, Instltuilooaally, il’x llm lilglt-tevh unJver* 
il^ that could, l^riect artihcial istalliAened? Ye*. Pint tlw futute of 
muhimediaT Of couise. Montaliudgrt?/^iparent]y not The universi- 
ty ia now running a 10.2 million defidt. Jacking tuition »n<t room 
and board to nearly 828,000 a head hasnl hclp^ dent the debt. Now 
MITt! planning someddng that would have bm un Imegtnable just e 
fewyoDrsagoihhnjannciuDexKlaoocpaima-a^downjiirjrig. nhppei 



thatLdOOenq>loyeea.lnflndfnaiieig^aOOtoDuimdptxr 
rettun. will take a buyout Iw toe axi of ddi month. 

Mil' ii not alone. The u nlvotiify of Orf<wg|B , re- 
Dowitad Ibr ita unmatched eight Nooel Prizes meoo- 
nomtea. Is digging out from fiw yean of wnihfmflHmw 
dollar defieha. YUe has shod one departmBnt astd 50 
nits and edenoei teecbor! ao ibur- and weatherod on* 
other strike by atqnoit staff— in Its ^ori to xhrinb oa 
88 miHinn 9 ^ 1 . In tm last three yean, S^fbltfe sea* 
datnic depaitinent* were told to abs^ ono third of 
the school'i IIS ntillitm budget cuts. 

The situatiaa is even more dlro for the puUlC ouOegBS. 

The UidvCTstty of Wigtala's 15 campuses eilmimtodM 
degrre ptugnmu and hundreds of professon aftor tha 
stau cut miUkmt (\mm tbeu bnditets. 1t» City Uolveni- 

^ of Now Yiuil tWMflily dncblTwd on official ftnnwHal 

. emei]ttsu7£aTtheseoondtlinotntwoyeen.Tb^,oidy 
abep 20 peieont of the country’s ouOdfms and univavblet ere beshby 
fmmri a l y.AnaddiriotialOOpefceatars sti ' ugidhi gtoadlust'Thepest 

afelstiD open," tm David Bremsnan, Viiginia's dwm of education, 
what ib^ offer has been dxbped awi^.’* 

' did such smart fidks 1 ^ themscHca into such a Janff It todc 
—me, ambiUon and a bliiid ffiith the money spigot would 
be tightened. Weaned uii a rich diet of public x/inrnHnn 
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Who Really Pays for College? 

Wbai eoDcfu chnM doesn't cover (b«9r «3cpaiue«, even for 
itudenu psytng folTptloa. Here'* hew public and one privtie 

•obool cover the real enU, caanreiaga, lor the 60 percent of their 
uuJwgia d* who receive idd; 



Om te edecata, bi 



••edfaedeMO 



I>ti0 tuttioB, rooov boeni. Cm* 

Itael cost to Bxdvanitjr 

Actoat oo*a of educeUiig uadnsnd 
Act nel coot* of room, bond, bm 



State ii^J|atJ|* tiitnnA 
Uat««n%x fMetal &mdt 



Goavnanant *ad private Mhobnhip* (v > 






an ^ipanntly atuHew 
of custonaori, Amertoan hf^ 
or educatkm haa iDushroomed 
foren a 97 bsliion toe tSOObilllao 
Industry since the lelc IflfiOj, 

Cenorout govonunant suhtl* 
dies fed the rising thle. Ctdleget 
never stopped hiring big-namo 
profotoorm, adding gi^uatc dc- 
paranenta. expanding adminlt' 
tmlinns (up nwre thra SO per- 
cent hi 10 years) -‘forsenhig 
snsne basic fiDCtlons of arithme* 
tic. “IWn was no need for sub- 
tractiem or division, " says JcJui 
DlBlaggio, preal(font 0 < Tlifii 
Unlvenlty. *?Ve didn't worry 
about being efficient, as the con- 
sumer was eager to buy.** 

By tbe * 801 . the end of opu- 
lence wes in si^t, but not die end 
of spending. E^deral and stale 
flovenunoms begui curtailing 
meir bvlsb grants and aid — from 
an annual 10 percent increase tn 
tba oBily 70s, to a modest 4 per- 
cent inthe *90a. Meanwhile, col- 
lege eusts were skyrncketing. 

Hiia wa» also the era whan 
wQild-elaie unlvnrsltte* made 
waxid-claa mistakei. Hw ex- 
ample. so modi mainUnaneo 
was defisrred that the price tag 
of neglod today is esttmated at 

960 bUlkm. Yal*. atmir, calcubtrs It bos 91 tonkm worth nf nvnniiia 
repaha. Ibo many aehoob, sim Northwestern’s chonnellar Arnold 
>4bber. accepted too many that oat ' A new SfOmiUlon lab win 
cost three times that fai im Ini enanm ovAr its U£ethne. and not maiQr 
wealthy alums wiQ endow a Janitorial service. At tbe same time, 
universities began peytng their faculties better. Tbe era of shabby 
gentility ended as the average annual pay of a full professor race to 
965M0. while top Stan were pulHngdown seven digits. Salaries 
soared oven as the workload diuppea According to the coruerva- 
live Net kmal Asanriadon of Scholais. the school year was roducod 
by 18 poroent between 1B64 and 1900. F\ill-Ume bculty at oujor 
untvenldea once taugbt 19 to 10 hours a wetdt. Now mora than one 
iMrd teach less than six. Hndly ooets were stoked even h^dierhy 
finious hfddtr^ wart for star professors. Tb land a big name on 
onnpus.dnnaoirerodlavishdealsthatlDchidedvtrtuBlhrDouiKler' 
gnutuite dassroom time. At Harvard, these sweetbeait deals are so 
sensitiva a tqi>ic that Jemn^ Knonries. dean of arts and idenoes. tutd 
s week tfam he lefbses to do IL 



S EMOUS EITOIITS AT OOrr^nmiNU BK»AM IN ABOUT 
1890. Harvard has cut about 948 milHoo in operating 
expenses since then; Stanford has sliced 934 miUion. 
The DiofaJem is tbat universities —and paitlcu lady their 
foodties— have kmg prided themselves on not thinking 
like IBM. ‘'VVaaroconaervatoti of culture and develop- 
ora of Imusvatioo." tqtt president Judith Rodin, who is leading a 
"restnioturiiig" project at the Univenhy of IVmni^vania. "Now wc 
also need to a page from businesa in order to survive.** 

That’S easier profess^ Chan dotie. Colleges are aUt like acooqrany 
bt which maoapment has coded to the unira much of tbe control over 
work rule* andewn besic goals. Preildantsand dean* am obllgod fay 
academic tradition to consult CmuI^ on coat-cutting moves, 'nte 
fiiculiy. naturally eaou^ forgsa ahboraio allianoei to guard la turf. 
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It' tnidrKSlvely mlstrusa bean 
ooumers. Prwidenu, most of 
them academks themselves, sel- 
dom have the stontad) or skills 
for a slasb-ond-bum assault on 
overspending. Instead of fflettlng 
stock options, says Nortowest- 
em's . Wsber, preddsoti "just 
wont to be lov^." 

No one has managed the 
budgot hattla heller than Wsfaer. 
During hla lO-ycor tenure as 
president, be put Northwest- 
ern's shaky frn^ei solidly in 
the black— he's an eumomut — 
and kept tutl loo Increases below 
evenigp. He killed programs in 
geography, nursing and evdu- 
tionaiy biology ate deciding 
thqrcould never ha fiiat-rala. As 
he narrowed tbe ochooi's focus, 
ia academiu reputation im- 
proved. Af^Ucetinns surged, 
and fircuhy salaries rose to ninth 
hi^iest in the nation. 

But attadcing oosu can be a 
bloody afCslr. Im bulk of campus 
expense Is labor— as much as 70 
percent at same adioola. Tu re- 
duce costs, some schools fost 
took to their bloated adminlitn- 
rions. 'nwy^ hard to miss: since 
1960 the OalveTii^ of hsnnfyl- 
vanla has added S3 more stu- 
dentJ end abrau 1.600 admtnlttiatoii, reseaRbeis and Other nnii- 
teach ing staff. New York’s Univenity of nochester anticipates 16 
mitlh n in annual edminlstruHvc cuu over the next five yean. This 
isn’t til iiMtheibedding: sludenu new dnmoDd more counseling— 
carcc r and psycholpgieal —and ofher auppoit services dian did prevh 



OT ALL THE GUTS CAN OOMR ntlT OK ADMlNtSTKA- 
tk». Tim next Urgci is the ianilty. In piactioe, a 
twiKier system has develop: senior frenl^, pro- 
tected by tenure, end junior faculty, who oftoa bra as 
Houleujiv gyp»iM. When the *00s crunch arrived, 
_ ooUeges protected rosoordh ^ FhJ). pragnuns, 
which ere dear to professors' hoaia end olio attract grant inoMy. 
nwl (hty tuok aim at undergrodoate programs, Cfas* NCtioo* 
ejcanoeled. couraos killed. Most of >%ginia*i public univerritfoe 
ated fttm four to ZO credit hours from graduation roquire- 
I. Over all, says Robert Zemslty, a higbereducation eatperl at tbe 
rtity of IVnns^vaDia. *1rtiidetra eoM up piyingtnore 6)r less.** 
imidiile. the tenure system protected the senlm foculty. Qe- 
s a giixnuilor of aradcmic freedom, the tenure fyotem he* 
! a weapon of economic privilege. Aooordtng to Milton 
ETg, a frnmer pnivust at American University in \Abshlng- 
the senior foculty coo be soColy describra os sefr 
fd elite.” Ibnueo. In ^lect, guerantees professors lifeUmo 
ment no matter how pooriy their courses arc atte n ded or 
imatfooltythecollefie's acatdemkamfdMais may shift, 
a a top coOege grants tenure, It Is oonunlttlng as much es 
on in UfeilTno pay. Boston UniveTaity chanceUur John SOber 
a moKt of fiU's teamren B0 and edder a* an annual 98 m illion 
L Sllber(w^hlmaelfeaiiu mure than l5OU,iUO0 a ycarj oajs 
1 no longer afford to oiler fat eariyMncttrement po c kaflB s tu 
iwane^thr 




e wfoo run out of gas.” Ibe leoure bind is made e 
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lutg lmniiiff ntf^n^nfy m tir a mam agBi. A» a rMiill. 2>Uber 
•qrt, th» aging &ouity most b« eampennted *intrt oMMoq.” 

Mon and more coOegei are frodtng dstoun around tenure. 
About 38 percent of the oation’i tnatiucton are now pan 'dmen, a 
ootegcny of nomeinired hbieTanti. Vr^wtcr Univemiiy in Misitouri 
offezi profoesore a popular alleniatfve. A nirprUiog 60 percent 
hare turned down tenniv in fireor of ionwitlring caQod 
dorelopnwnt laaivo,** to ^i^iich th^ tubmit to elalxinilH perform- 
anoe reviews In exchange fixr more frequent nbfaaUcals. '‘Pro&i- 
lon remain current to tM classTOore as a result," sfys Webster vice 
president Neil Ceorga. "We have iu> dcadwood." 

CASKS OF *nKAN(.lAl. KXICENCT.' PVKN TBNUKB 
oen be ^iru^ihKl. ’I\vo years ago Saint Honavcntuie Vvi- 
voTsl^ in New YoHt fAt deaparate enough to take this 
couna. ITm school's freshman cnToUment was at an all- 
tinw kiw. Us SIS mlllloo endtiwnMni was two thirds gone, 
a The bank was poised to pull {is line of credit. When Roban 
Wckeolrelier took over as Dicsideoi in 1694 he worked around the 
dodctosavelhelSS-yearoldFVsncisean school *Thete was waste 
everywhere * says Wdeenheiter. inchidiiu 43 faculty 
• rtofie* ■ 



I « 



oiembcra (out of 160} who were expendable. "Ws had t > pr»- wn ij 
IS theology profMson and only ct^ ttudents.” Some N 



look oasfy radraneni; tho remaining 22, 16 of thorn 
tenuied, were fired. The budget was DabuKod for the 

* rifttdrnafoeigb^yswrs.'Tbjnire was ineant to reward 
the best,* be »(ys. "And (t tbooldtA be for life.* 

It's aboost as tou^ to raise revonue as It is to slash 
costs. TkiiJion roveoue cov e r s oohr one fifth of the 
I / budM at public ooUe^ and two fifths at private ones, 
/ And what odlegBS (£arge with one hand, they give 
/ Bwey with the odier. Today, about 88 percent of a 
. / private ooUege’s typical lutUon hllu slides back out the 

• door as financial aocordlQg to a recent study by 
\ noucher CoDege vIco president Lude Lepovsky. Pulh 

\ lie colleges may hove to follow suit, railing both tuition 
and aid. Prices olrea4y are climbing, a trend Uotversi* 
ly of Illinois chancellor Mudntal Aiken calls the piiva* 



tm^d. Ntnrctaidmili 
harn hi sraal, Ugh> 
MMbaubaraUiw 
hrtwfm utOi cfmput’ 



B of the puUica. *Soae parents friel guilty about how httlc 
qr for a university this g^." Aiken soys. *Thc question b, 
d thq? pay more?* 

TbO much generoaity witli seboianh^ can teed to serious finan- 
cial uoubfo. Selective coO^ges can to spend top dollar to 
shop for the students they want. But the Utssci'koown ichnob run 
tbnrlskofdisoountiiigtheiiiselvKS bitoacrUb. Fkdxu{a|12iDillkn 
deficit and plummeting eniuOment. New Upsala Conege 

panicked when ippUc^iuos bottumod out. Omctals began dvi^ 
away huge aid parJmgBs to luib students, among other frantic 
movn. fordM w century-old Ubaral-aits ooUegs to eventus^ 
dos^ fr<r gpoa Virginia's Rroncman says aqy parent can use aid 
figures to calculate ■ sdtuni’s desperation: divide the total aid an 
iosti^tlon gives by the total Uiitkm it would be collecting if vttry 
student paid full fire. Most coOeges strive to spend 20 percent of 
that dumber on idd, but some are fast oppreachlng 40 percent Ai 
the i^nruelecdve schools, son Bieneman, lhaf s a warning sign. 

cutting costs and rabing fees, some sdoiols are using 
tb foianciid erbis to invent better ways of aoooraplishing old 
). At Renssebor Mytedmic Instltuto in IVoy, N.Y., officials 
lotdced hard at their Ireshrnan introdnetory courses In 
oaicuhis, physics and biology— and found thota huge, 
borhig a^ expanslva "AtteDdooce was poor, aiH 
attention was poorer* soys Jack Wlsnrt RPTs dean 
of undergreduaie educatl^ Couract were toatffit in 
dsee disooniweted ports: a oumod lecture delivered 
to SOOi small group HisniMitnis led by graduate stu- 
dents and lab work, 'nwt lystom has slnoe been 
screppod in favor of small higb-ioch laba. Now 62 
calculus students take their seats on gray swivel 
chairs in front of multiinodia oompaten. Tnataad of 
spending houn scribbliog exanques on the bnarri 
Prof Joe Ecker diicttsaes curve sketching. On their 
computers, students plug in functions era change 
peiametere. Krker and two assistants weave around 
the oonforenoe tables answering questfons. A course 
thid onoo to(dc more than five hours and 40 graduate 
students can now be taught In four hours using on^r a 
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It’s not Imposslbl 
you(oryourchiiA; 
risk your retiren II 



i|e to pay for a costly college if 
1 ) can handle debt. But don’t 
ent fund. By Jane Bryant Quinn 



First, 



Save 
Then Borrow 



j doum TA»' B«v^ ISO.OOO per ooune. 
I The roost creative ideas are coining not 

I from huge research instiintlans but boro 
mooeypicssod Ubeiel'aru eoliogcs. Five 
independent schools in Boatoo Joined 

I £qcoo> last month to become a ounsortium 
known os the Ctdleges of tbe Fenway. IV 
^ther. the amall will offer MmIctUs 

j 1,700 oounei and almost 800 luU-tiine bc- 
j uhy. ot DO extra cost. In axehai^, the 
' icnoolsboMtosavaonoveiheadanafiudli- 
des: Whaekick Coll^ won't have to build 
a swiiaming pool, Simmooe won't have to 
start ill own theater. Computen bring oth* 
. eroconomiei. Central Mioiipin Univenily 
keeps coals down for hs 16,000 student* by 
] enralltng 10,000 man to oourses taught 
throughout North Ajcerin by internet, in- 
tenettve television and vldsoiapc. Ssys 
ipokBswuinan Kae CoUsoiftk “We have 
shunnl wb<yVs never seen our Dompus." 

But the blggsst efaallcnys lenain. Once 
fioandal leaks are plugged oon^xiter lines 
installed and oosti ^bat than? 

■I>o wo Just survive,'* asks David IVwttw, 
president of Slddmura Colleea In New 
York. 'Xhr can we ihitve?" Con the nadoD's 
system of h^ier education —by bD bc* 
, aounts,obeeoontolhsiestaftbe worid — 
becuine mors cost affective and also better? 
I Ate waste and sloth inevitable byproducts 
i of bu i l d i n g great institutioroff Can we frcf 
j the realhim uf Ughlw fiMad times, and «*iti 
TuUiD our dvilixina missJorf? Big questions. 
' The answen should be a real edinaion. 

lUiitr,i.AnniA Kalb isCSstM^. 
VAVBiriA Kimh <KlWsn«Aeiim 
>AT WiHARST in UbtMeiML AC. ASJ 
Yamlim Cmano in Mr* MhS 



A VUNNV THTNn IIAPVKNKU AS 

college tuitions ipirahMl into 
the stratospbexe. of 

trading dom to less costly 
schoob, middU-vhm fam- 
ilies traded up. 'jwitcb what 
we do, not what we say," a Nixon aide once 
Cunouily explained. Atrents sw they canT 
tiHcxd It, then puck uff their kith to tsJIcgm 
of high repute despite the clov|tod price. 

As exhibit A, I give you freahroen frum 
lamthes earning tS0,000 t6 1100,000. 
They're attending private collcses and unt- 
versiUss In tllghity higher p roportions than 
they did 19 yean ago, acoonllpg to econo- 
mists Mortoo Sch^)iro of the ynivereity of 
Southern ChUfornia and Mich&cl Mcilier- 
ton of WUliams Colicgic. Thne ol public 



Institutlans are increasing chrxMlng four* 
year schoob over twoyoar ooQeges. 

Wealthy kids ore trading iqj, uxa 
Thuee with good grades are clustering, 
firtt, In fain^ universities: SUoford, 
Duke, the Ivies and Uw “iiulilic ivies, * such 
as the Universilies of Michigan (Ajui Ar- 
bor) and Virginia (Charlottesvills). And 
second, in first-rank private coIkqpM, leav- 
tng aecood-tier schoob behind. *Tt's the 
Mercedes syndrome,** Schiqjiro agys, Tbe 
moat competitive Idds want dcgrocM from 
big-name schoob with graduates ah over 
the world. 

Rich kida, of eouno, con pay full freight. 
Here’s how the middle dosses strugid* to 
give their children the very best: 

■ Fodcraliy uimnd studant loons. 'The 

APiuLsy, i99fl Nxwswxaa 07 
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gp vemm ftot saves Its grants far the poor. If 
you're middle dsss, Mend aid means itir* 
dent loans. F^hnen can bontnv up to 
t2,62S>«nd laiw amcunts in later yoars. If 
yotfre fainncialty "Daocfy,” Uncle Sam pe 3 rs 
the Interest whUe you're In school. Otb^ 
wise, you pav^altnou^ noUdn^s due un- 
til your studies are behind you. Current 
variable interest rate: 8dl5 peroeat (that’s 
the oep; the rote can’t 99 hiper, by low). 

What mokes you You qualify If 

the cost of your coDege comes to more than 
you and your family ore expected to pay. 
Your "expected oonriibutiun’' derives from 
a fadenJ formula that considen such thinp 
01 Income. Biseti, age. turlly sla and ea^ 
eemer'e need far a ratirameni fund (chart). 
Ibe gap between the expected oontrihutiem 
end the sdioal's total cost may be filled— or 
portfyfiDed— with loena,coU^ grants end 
eooUegeJob. 

Since 1U9S. the firrmula far federal aid 
boa exchidad home equity. So miridk-clest 
Idda look poorer on paper than they rcalfy 
are. This fyplcalfy gets them more aid at 
public Insthutfans but not at private ones, 
llw private cdlsges usually count part or 
oil cn your home equity when awarding 
tfaeir own scholarship funds. 

■ Fhdtrmlfy insured Pkuvnt Loans to Un- 
derpaduate Students (PLUS). Since 1892, 
cieStworthj 



College Planning 101 

Here's how nnicb to invest iach month, if 
you’re starting from scratch and wont 
enoui^tQpiy fin-tbe avnro^ school in fiilL 




■ fVrsonol investmenu. Smnn parents 
buy stock'owning mutual fi^s adira their 
chUdien ore young. You 
es long os your need far 
years ewgy, Since Woxid 
beer market hoi snapped' 

When your difld 
you're entering the 
could drop ana fail to 
take the freshaatn-year . 
and put It aomewheie safe, 
a state prepaid tuition 
Savings Bums. Wlwti 



Sln^parant 



, 81 .PM ' 



. ihyparentshmrebcienaUetobor 
row up to the ooQege't fiiQ oori. minua Other 
old rece iv ed. You poy n variablo Interest 
rate, e u rr en tfy 8.0S p eiu e nl 

How Much Do Parents Pay? 

Eddy, a vice provoet at Noxtb- Find the figure close to your 19KlnoOffle on the left, then read 
eastern Unlveralty In Boston, over to the cohimn that nest teptesonts your easata.'Itie doOw 
You want to show the cleanest Agure there teDs you vriial'a especled, in the 1908-07 ocdlega year, 
poea^ oodlt report. fiiWBtypicalparent,45. with two kids, one In ooDage. Older 

■ CoUqga gmnti. CbUegBs uf parents would be expected to pay loss, 
far tuition disooimts. eipedaDy 
to stndmits they pei^cularty 
want. So apply to ■wvond oora- 
pet itf ve irJmok Your favorite 
school may hike your (pant if it 
■ees that yw/ve had a better of- 
fa &om ao m ooo e dae. 

Even rich' kids get gnmts if 
llwy're brainy eocugb to raise 
the coUagB's aoadrmlc leputa- 
tfan. Mon than 1.S00 tcnocis 
give scholonhtps based odely 
an merit without regard to m 
nandal need, oays student -aid 
expert Joseph Ifa On evcnge. 

Sdugriio OM e aooond-rank 
eoQego can hire e student away 
Gran a more prestigious fcbool 
by oflering UOlOGO a year. 

But if you apply fa earfy B(fe 
miarion. you tnqy bo less Uk^ 
to get aid. Some aehnnls tiU^ 
tfaeir mimey on bright students 
od» plgy bazd to gsl 

68 NKWtwr.ex AeniLi 9 ,i 990 



out tbs Bophumunryear money, and so on, 
Ifyou earn amiddle Income or less, and buy 
EE bon^ fa your nune.yuu11 owe little or 

no tax (m the tmereit earned wltra ym cash 
in the bonds for ccdlege tuitioD. 

As for how much to save, dorit be wared 
off by the table 00 this page. YWs (he 
average amount required, nrt you eeo start 
smaUcr and raise your oavings es your sala- 
ry goes up. fbr exaUfy wiiat percentage of 
stJaiy to save, get T, Rowe Prfce'a free Col' 
lege Flaiming Kit (B0(h638-86fV)). 

DonYU^ B lifa-io»ursuice policy solely to 
save fbr odlege. The OOSt insuranoe tv 
duces the sum that ymt can accumulate. 

■ Saving (t/raWgloaJfy. Mlddlvinoome 
parents might qualify for mare student aid 
u they save intneir own nazDDs rather than 
give their cfaUd the money. The aid fannuU 
taps 39 pereeni uf the child’s assets every 
year, but less than 8.3 p er c ent of the per- 
enls’ assets, He sayv, depending on your age 
and Income. If you don't expect much aid. 
however, switching savings to a ehikfs 
name wiD reduce your tneome taxes. 

■ The granny bank. A grondpaieiit's nv> 
ingi azeoT counted ss part of yuur fanily's 
assets, so they doift diminish your chiles 
eligibility fa student ekL Evot year, e 
grandpareot cam psw port or all of Uis childa 
tuitloD diractfy to tne echool— and give tbc 
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child |10,(XX>— oil gifi-tax4ee. 

■ Choosing bertMon coilcgr and retire- 
ment If you can’t save for both, make re- 
dremeat your oriorffy. You can 
bomjw fa colt^ (or your bds 
can), but no one banows Us 
way tfarou^ old age. Ho n weq- 
uity loons (svltb tax-deducdble 
iotorost) and PLUS loons ofton 
cost the least. 

■ Craduots schoolf How 
much old grad students got do- 
pends on wbat they stutfy. Low 
and medical stucwms usually 
pay tfaeir own woy. Adv aa oed 
•dence degree* ere beovih 
fitnded by grants and resaorts 
assistantoUpe, cfan ewnded 
on merit, not financial need In 
the arts and soda] edenoes. you 
may find teadibM posts. 

And ndwt of t£a poor? Their 
grants end leans htnra not kept 
op with coOegi costs and thrir 
parents cod'* pkk up the slack. 
Sfaoe 1980, fafl/va been the 
onfy group to bore traded down 
eduattfaulfy. Schaptro says. 
Fhwer of the potr now atteikd 
private nnlkn^; man eater 
twDToar oanunuoily oounes. 
Cononunify eolkgM ore fins iif 
rdtiitiotis, out fouryem seboob 
lead to better lobs. The 910 be- 
tween rich ana poor starts Umi. 
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